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INDEPENDENT AUDITORS* REPORT 

Officers and Trustees 
Louisiana Municipal Association and Subsidiaries 
Baton Rouge, Louisiana 

We have audited the accompanying consolidated statements of financial position of Louisiana Municipal 
Association and Subsidiaries (the Association) as of December 31,2009 and 2008, and the related consolidated 
statements of activities and cash flows for the years then ended. TTiese consolidated financial statements are the 
responsibility of the Association's management. Our responsibility is to express an opinion on these 
consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about 
whether the consolidated financial statements are f^e of material misstatement. An audit also includes 
consideration of intemal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purposes of expressing an opinion of the effectiveness of the 
Association's internal control over financial reporting. Accordingly, we express no such opinion. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated 
financial statements, assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall consolidated financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
consolidated fmancial position of Louisiana Municipal Association and Subsidiaries as of December 31, 2009 
and 2008, and the results of their operations and their cash flows for the years then ended, in conformity with 
accounting principles generally accepted in the United States of America. 

Our audits were performed for the purpose of forming an opinion on the consolidated financial statements taken 
as a whole. The consolidating schedules included on pages 14 through 17 are presented for purposes of 
additional analysis of the consolidated financial statements rather than to present the financial position, results 
of operations and cash fiows of the individual companies. The consolidating schedules have been subjected to 
the auditing procedures applied in our audits of the consolidated financial statements and, in our opinion, are 
fairly stated in all material respects in relation to the consolidated financial statements taken as a whole. 

^o^-ti^oJbi. ^ t̂ eJttt̂ vJU' 
Baton Rouge, Louisiana 
June 8,2010 
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LOUISUNA MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
DECEMBER 3L 2009 AND 2008 

ASSETS 
2009 2008 

$ 3,097,646 
3380,921 

115,534 
886,471 
126,336 

3,967,888 
63,627 

$ 11,638,423 

$ 

$ 

2,024,317 
3,841,772 

208,412 
1,239,090 

122,563 
4,195,504 

62,842 

11,694,500 

Cash and cash equivalents 
Investments, at estimated fair value (note 2) 
Accounts receivable, net 
Due from affiliates (note 3) 
Prepaid expenses 
Land, building and equipment, net (note 4) 
Other assets 

Total assets 

LIABILITIES AND NET ASSETS 

Liabilities: 
Unearned dues and fees 
Accounts payable and accrued expenses 
Claims processing liability 

Total liabilities 561,360 520,064 

Net assets - unrestricted 11,077,063 11,174,436 

Total liabilities and net assets $ 11,638,423 $ 11,694,500 

$ 141,992 
169,368 
250,000 

$ 83,904 
186,160 
250,000 

The accompanying notes are an integral part of these consolidated fmancial statements. 
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LOUISUNA MUNICIPAL ASSOaATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF ACTIVITIES 
YEARS ENDED DECEMBER 3L 2009 AND 2008 

Changes in unrestricted net assets: 
Revenues and other support: 

Administrative fees and commissions (note 3) 
Membership dues 
Legal services (note 3) 
Rent 
Investment income, net (note 2) 
Other income 

Total revenues and other support 

Expenses: 

General and administrative expenses 

Change in unrestricted net assets before income taxes 

Income tax expense (benefit) 

Change in unrestricted net assets 

Net assets - unrestricted^ be^nning of year 

Net assets - unrestricted, end of year 

2009 2008 

$ 4,830.946 $ 4,788,885 
288,162 

374,377 

132,791 

35,670 

323,566 

5,985.512 

6.087,359 

(101,847) 

(4.474) 

286,974 

315,396 

129,899 

344.874 

326,514 

6,192.542 

5,887,720 

304,822 

6.919 

(97,373) 297,903 

JU74.436^ 10,876,533 

$ 11,077,063 $ 11,174,436 

The accompanying notes are an integral part of these consolidated financial statements. 
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LOUISm^A MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

Cash flows from operating activities: 
Change in unrestricted net assets 
Adjustments to reconcile the change in unrestricted 

net assets to net cash provided by operations: 
Depreciation and amortization 
Deferred income taxes 
Change in receivables, prepaids, due 

from affiliates and other assets 
Changes in accounts payable, accrued 

expenses and unearned dues and fees 

Net cash provided by operating activities 

Cash flows from investing activities: 
Purchases of equipment 
Purchases of investments 
Proceeds fi^m sales and maturities of investments 

Net cash provided by (used in) investing activities 

Net change in cash 

Cash, beginning of year 

Cash, end of year 

Supplemental disclosures of cash flow information: 

Cash paid during the year for income taxes 

$ (97,373) $ 297,903 

352,211 

(9.799) 

442,004 

41.016 

728,059 

(124,595) 

(1.433,314) 

1,903,179 

345,270 

1,073,329 

2,024,317 

$ 3,097,646 

$ 13,072 

337.978 

(25,575) 

200,560 

(203,248) 

607,618 

(308.411) 

(2,952,241) 

737,813 

(2,522,839) 

(1,915.221) 

3,939,538 

$ 2,024,317 

$ 40,909 

The accompanying notes are an mtegral part of these consolidated financial statements. 
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LOUISLVNA MUNICIPAL ASSOOATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

L SIGNIFICANT ACCOUNTING POLICIES 

(a) Principles of Consolidation 

The accompanying consolidated financial statements include Louisiana Municipal Association 
(LMA) and its wholly-owned subsidiaries Risk Management, Inc. (RMI) and Louisiana Municipal 
Advisory and Technical Services Bureau Corporation (LaMats). All intercompany transactions and 
balances have been eliminated. 

(b) Organization Background 

LMA is an association for the municipalities of Louisiana and is incorporated as a non-profit 
corporation under the laws of the State of Louisiana. 

RMI, a Louisiana corporation, serves as the third-party administrator for the Louisiana Municipal 
Risk Management Agency (LMRMA), which was formed under Louisiana Act No. 462 of 1979, to 
provide a program of interlocal risk management for LMA's member municipalities. LMA and RMI 
are related by common management to LMRMA (Worker's Compensation Fund, Public Liability 
Fund and Accident and Health Fund), the Louisiana Municipal Reserve Fund Agency (LMRFA), and 
the Louisiana Municipal Association - Unemployment Compensation Fund (LMA-UCF). 

Risk Management Insurance Agency (RMIA), which is a wholly-owned subsidiary of RMI, was 
incorporated in 1992 to act as an agent for purchasing insurance on behalf of member municipalities 
and others. 

LaMats was incorporated in 1998 for the purpose of providing various advisory and technical 
services primarily to the membership of the LMA. 

(c) Financial Statement Presentation 

LMA's net assets, support and revenues, and expenses are classified based on the existence or 
absence of donor-imposed restrictions. Unrestricted net assets are those that are not subject to donor-
imposed stipulations. Currently, LMA has only unrestricted net assets. 

LMA reports gifts of cash and other assets as restricted support if they are received with donor 
stipulations that limit the use of the donated assets. When a donor restriction e:q)ires, that is, when a 
stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net 
assets are reclassified as unrestricted net assets and reported in the statements of activities as net 
assets released from restrictions. 

(d) Investments 

Investments, consisting of U.S. Govemment Agency and mortgaged backed obligations, U.S 
Treasury securities and corporate obligations are reconled at estimated fair value. Unrealized gains 
and losses on investments in debt securities are recorded in the statement of activities as increases or 
decreases in unrestricted net assets unless their use is temporarily or permanently restricted by 
explicit donor stipulations or law. Investment income is recorded as increases in unrestricted net 
assets unless the use is restricted by donor. 
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LOUISIANA MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

(e) Depreciation and Amortization 

Depreciation and amortization are computed using straight-line and accelerated methods over the 
estimated useful lives of the assets as follows: 

Buildings and fixtures and leasehold improvements 5-40 years 
Office equipment 5-10 years 
Automobiles 3-5 years 
Land improvements 5 years 
Computer equipment and software 3-5 years 

(f) Dues Income - LMA 

Amounts collected in the current year for membership dues for the following year are recorded as 
tmeamed income in the current year. Dues for the current year not collected at December 31 are 
recorded as income and receivable for the current year. Accoimts receivable consist primarily of 
dues and billings for services and are stated at impaid balances, less an allowance for doubtful 
accounts. LMA provides for bad debts using the allowance method whereby bad debts are 
recognized when prior experience and circumstances affect the ^ility to collect are doubtful. For 
the years ended December 31, 2009 and 2008 accounts receivable were considered to be fully 
collectible and there was therefore no allowance deemed necessary. 

(g) Administrative Fees and Commissions 

Amounts eamed m the current year are based on an estimate of eamed premium of LMRMA. Any 
adjustments from estimated earned premium to actual eamed premium are adjusted in the year in 
which they become known. 

(h) Cask and cash equivalent 

For the purposes of the consolidated statements of cash fiows, cash includes cash in demand deposit 
and sweep accounts with financial institutions. 

(i) Use of Estimates 

The preparation of the consolidated financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the consolidated financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from those estimates 
and assumptions. For example, significant estimates and assumptions arc used in estimating the 
claims processing liability, depreciation, and the fair value of investments. If future experience 
differs materially for the estimates and assumptions, the consolidated financial statements could be 
affected. 
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LOUISLVNA MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

Q) Ctaims Processing Liability 

As service agent for the LMRMA, RMI has responsibility for the administration of the claims related 
to the 2009 and prior fimd years. This liability has been estimated based on the estimated costs 
necessary to fulfill this obligation to continue as service agent tor the years for which revenue has 
been received and recognized. 

(k) Reclassifications 

Certain items in the 2008 financial statements have been reclassified to be comparative to the 2009 
presentation. 

(I) Income Taxes 

Provisions for income taxes are based on taxes payable or refundable for the cturent year based on 
taxable income and deferred taxes on temporary differences between the tax basis of assets and 
liabilities and their reported amounts in the financial statements. Deferred tax assets and liabilities 
are included in the financial statements at currently enacted mcome tax rates applicable to the period 
in which the deferred tax assets and liabilities are expected to be realized or settled. As changes in 
tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through the provision for 
income taxes. 

The Association adopted the recent accounting guidance related to accounting for uncertainty in 
income taxes, which sets out a consistent framework to determine the appropriate level of tax 
reserves to maintain for uncertain tax positions. 

Deferred tax assets are recognized if it is more likely than not, based on the technical merits, that the 
tax position will be realized or sustamed upon termination. The term more likely than not means a 
likelihood of more than 50 percent; the terms examined and upon examination also include resolution 
of the related appeals or litigation processes, if any. A tax position that meets the more-likely-than-
not recognition threshold is initially and subsequently measured as the largest amount of tax benefit 
that has a greater than 50 percent likelihood of being realized upon settlement with a taxing authority 
that has full knowledge of all relevant information. The determination of whether or not a tax 
position has met the more-than-likely-than-not recognition threshold considers the facts, 
circumstances, and information available at the reporting date and is subject to management's 
judgment. Deferred tax assets are reduced by a valuation allowance, if based on the weight of 
evidence available, it is more likely than not that some portion or all of deferred tax asset will not 
realized. 

The Association recognizes interest and penalties on income taxes as a component of income tax 
expense. 
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LOUISIANA MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

2. INVESTMENTS AND FAIR VALUE MEASUREMENTS 

The amortized cost of investments is $3,269,637 and $3,586,871 at December 31, 2009 and 2008, 
respectively. The estimated fair value of investments by security type at December 31,2009 and 2008 are 
as follows: 

2009 2008 
Investment Tvpe Estimated 

Fair Value 

$ 1,548,122 

471,248 

915,801 

445.750 

$ 3.380.921 

Amortized 
Cost 

$1,520,667 

448,846 

868.903 

431.221 

$3x2$9.«7 

Estimated 
Fair Value 

$ 1,348,821 

483,522 

1,775,662 

233.767 

$ 3.84L772 

Amortized 
Cost 

$ 1,229,424 

455,762 

1,676,898 

224.787 

S 3.586.871 

U.S Treasiny bonds and notes 

U.S. Govemment mortgage-backed 
securities 

U.S. agency debt obligations 

Corporate obligations 

TOTAL 

Net investment income for the years ended December 31,2009 and 2008 consists of the following: 

2009 2008 

Interest income $ 127,497 $ 139,491 
Realized gains - net 55344 7,706 
Unrealized (losses) gains arising during year, net (147,171) 197.677 

$ 35,670 $ 344,874 

In accordance with the Fair Value Measurements and Disclosure topic of Financial Accounting Standards 
Board Accounting Standards codification (FASB ASC), disclosure of fair value information about financial 
instruments, whether or not recognized in the statements of financial position is required. Fair value of a 
financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an 
onlerly transaction between market participants at the measurement date. Fair value is best determined 
based upon quoted market prices. In cases where quoted market prices are not available, fair values are 
b£^ed on estimates using present value or other valuation techniques. Those techniques are significantly 
affected hy the assumptions used, including the discount rate and estimates of future cash flows. 
Accordingly, the fair value estimates may not be realized in an immediate settlement of the instruments. 
Therefore, the aggregate fair value amounts presented do not represent the underlying value of LMA. 

The recent fair value guidance provides a consistent definition of fair value, which focuses on exit price in 
an orderly transaction (that is, not a forced liquidation or distressed sale) between market participants at the 
measurement date under current market conditions. If there has been a significant decrease in the volume 
and level of activity for the asset or liability, a change in valuation technique or the use of multiple 
valuation techniques may be appropriate. In such instances, deteraiining the price at which willing market 
participants would transact at the measurement date under current market conditions depends on the facts 
and circinnstances and requires use of significant judgment. The fair value is a reasonable point within the 
range that is most representative of fair value under current market conditions. 
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LOUISm^A MUNICIPAL ASSOCUTION AND SUBSIDIARIES 

NOTES TO CONSOI.TDATED FINANCIAL STATEMENTS 

2. INVESTMENTS AND FAIR VALUE MEASUREMENTS (continued) 

Fair Value Hierarchy 

In accordance with this guidance. LMA groups its financial assets and fmancial liabilities generally 
measured at fair value in three levels, based on the markets in which the assets and liabilities are traded and 
the reliability of the assumptions used to determine fair value. 

• Level I - valuation is based on quoted prices in active markets for identical assets or liabilities 
that the reporting entity has the ability to access at the measurement date. Level 1 assets and 
liabilities generally include debt and equity securities that are traded in an active exchange 
market. Valuations are obtained from readily available pricing sources for market transactions 
involving identical assets or liabilities. 

• Level 2 - valuation is based on inputs other than quoted prices included within level 1 that are 
observable for the asset or liability, either directly or indirectly. The valuation may be based on 
quoted prices for similar assets or liabilities; quoted prices in marî ets that are not active; or 
other inputs that are observable or can be corroborated by observable market data for 
substantially the full term of the asset or liability. 

• Level 3 - valuation is based on unobservable inputs that are supported by little or no market 
activity and that are significant to the fair value of the assets or liabilities. Level 3 assets and 
liabilities include financial instruments whose value is determined using pricing models, 
discounted cash flow methodologies, or similar techniques, as well as mstruments for which 
determination of fair value requires significant management judgment or estimation. 

A financial instmmenfs categorization within the valuation hierarchy is based upon the lowest level of 
input that is significant to the fair value measurement. 

Fair Value of Assets Measured on a Recurring Basis 

LMA's investments are measured on a recurring basis through models used by its investment custodian. 
As of December 31,2008 and 2009, all securities meet Level 2 criteria. 
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LOUISIANA MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

3. RELATED PARTY TRANSACTIONS 

LMA provides services related to the LMRMA's self-insiu-ance funds operated for the benefit of member 
Louisiana municipalities. The fees for these services are based on a percentage of the respective eamed 
nonnal premiums (ENP) for the year ended December 31, 2009 and 2008. The followmg summarizes 
administrative fees eamed by LMA from LMRMA for the years endê l December 31, 2009 and 2008, and 
balances due from LMRMA: 

Administrative 
fees eamed Due fix)m 

from LMRMA LMRMA 

Woricers' Compensation 
2009: Public Liability 

Accident and Health 

$ 959,972 
677,155 

13.273 

$ 1.650.400 

$ 365,972 
230,325 

L350 

£ 597.647 

Workers' Compensation 
2008: Public Liability 

Accident and Health 

899,268 
677,155 

13.034 

$ 599,268 
437,155 

1.030 

$ 1.589,457 -11 1.037.453 

LMA also provides legal assistance for the various member municipalities and the LMRMA on a fee for 
service basis. 

RMI has a contract with LMRMA to provide service agent services for a percentage of R4P for the year 
ended December 31, 2009 and 2008. Balances and amounts from transactions with LMRMA during the 
years ended December 31 are as follows: 

Service fees eamed 

Percent of RMI's total service fees 
and commissions 

Balance due fix)m LMRMA 

2009 2008 

$ 2.187.202 $ 2.070,544 

85.7% 80.5% 

$ 288,824 $ 201,637 

In addition, RMI receives a five percent conunission on reinsurance purchased by LMRFA. 
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L O U I S I A N A M U N I C I P A L A S S O C I A T I O N AND SUBSIDIARIES 

N O T E S T O C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S 

3 . R E L A T E D P A R T Y T R A N S A C T I O N S (continued) 

LMRMA provides accident and health and workers ' compensation insurance to employees of LMA and 
RMI. The total consolidated insurance expense (included in employee benefits) was $216,902 and 
$207,547 during the years ended December 31 ,2009 and 2008, respectively, for these employee insurance 
costs. 

4. I.AND. m m n i N G A N D E O U I P M E N T 

Land, building and equipment consisted of the following as of December 31: 

2009 2008 

Land $ 530,000 $ 530,000 
Buildings and leasehold improvements 5,617,773 5,598,744 
Fumiture and equipment 1,530,304 2,003,016 
Vehicles 97,806 120.381 

7,775,883 8,252,141 

Accumulated depreciation and amortization ( 3,807,995) ( 4,056,637) 

$ 3,967,888 $ 4,195,504 

5. INCOME TAXES 

LMA is incorporated as a non-profit organization and has been granted an exemption fix)m income taxes 
under Section 501(cX4) of the Intemal Revenue Code. However, certain activities of LMA may be subject 
to income tax as unrelated business taxable income. 

RMI is a taxable entity which had income tax benefit of $12,572 and $1,281 2009 and 2008, respectively. 
LaMats is a taxable entity which had income tax expense of $8,200 and $8,098 in 2009 and 2008, 
respectively. Timing differences between financial statement and taxable income relate primarily to the 
liability for estimated future claims processing costs and depreciation. The consolidated provision for 
income taxes for the years ended December 31,2009 and 2008 is summarized as follows: 

2009 2008 
Taxes payable currently $ 5,325 $ 32,494 
Deferred tax expense (benefit) ( 9.7^) ( 25,575) 

$<' 4.474^ $ 6.919 

The federal tax years open for assessment are years ending December 3 1 , 2006 through December 3 1 , 
2009. 
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LOUISIANA MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

5. INCOME TAXES (continued) 

Components of the net deferred tax asset which is included in other assets on the accompanying 
consolidated statements of fmancial position are as follows at December 31: 

2009 2008 
Deferred tax assets (liabilities): 

Claims processing liability $ 49,122 $ 49,122 
Depreciation on premises and equipment ( 9.121) ( 18.920) 
Net deferred tax asset $ 40.001 $ 30.202 

6. DEFERRED COMPENSATION PLAN 

LMA offers its employees a deferred compensation plan created in accordance with Intemal Revenue Code 
Section 457. This plan, available to all employees, permits them to defer a portion of their salary until 
future years. The deferred compensation is not available to employees until termination, retirement, death, 
or unforeseeable emergency. 

7. MULTI-EMPLOYER PENSION PLAN 

All fiill-time employees of LMA and RMI's (including related subsidiaries) participate in Plan A of the 
Municipal Employee's Retirement System of Louisiana (the Plan), a multiple-employer mimicipal 
employee retirement system. The payroll for LMA's employees covered by the Plan for the years ended 
December 31, 2009 and 2008 was $1,209,572 and $1,172,434, respectively. Payroll for RMTs employees 
covered by the Plan for the years ended December 31,2009 and 2008 was $883,703 and $852,770, 
respectively. 

All employees of LMA and RMI are required to participate in the Plan if they are under the age of 60, are 
fiiU-time employees, and are not participating in another publicly ftmded retirement system. Any employee 
can retire provided he or she meets one of the following criteria: any age with 25 or more years of credited 
service or age 60 with a minimum of 10 years of credited service. Retirees are entitied to a retirement 
benefit, payable monthty for Hfe. equal to 3 percent of the member's final compensation multiplied by his 
years of creditable service, not to exceed 100 percent of the member's final salary. Employees become 
fiilly vested upon reaching 10 years of service. The Plan also provides survivor's and disability benefits. 
Covered employees are required to contribute a percentage of their salary to the Plan (tfie rate is 
determined by the Plan and can fluctuate). Of the total contribution required to be contributed for a 
covered employee, the employees contribute 5%, while LMA and RMI contribute the remainder. LMA 
and RMI's contribution percentage is 17.75% for the year ended December 31, 2009 and 2008. The 
contribution requirement for LMA for the years ended December 31, 2009 and 2008 was $271,909 and 
$259,650, which consisted of $214,699 and $204,855 from LMA and $57,210 and $54,795 from 
employees, respectively. The contribution requirement for RMI for the years ended December 31, 2009 
and 2008 was $204,372 and $193,630, which consisted of $160,187 and $151,194 fi^m RMI, and $44,185 
and $42,436 from employees, respectively. 
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LOUISIANA MUNICIPAL ASSOCIATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

8. CONTINGENCIES AND COMMITMENTS 

LMA and its subsidiaries may become involved in litigation from time-to-time through the ordinary course 
of operations which management believes will not have a material adverse effect upon the consolidated 
financial statements. 

The Association maintains its cash and cash equivalents in bank deposit accounts at a local financial 
institution. The balance, at times, may exceed the federally insured limits. The insured limits at December 
31,2009, are based on deposit insiu^nce levels elected by the respective financial institutions and the type 
and extent of deposits maintained by the Association at the respective financial institutions. 

9. SUBSEQUENT EVENTS 

Management has evaluated events through the date that the fmancial statements were available to be 
issued, June 8,2010 and determined that there were no events that require disclosures. 
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CONSOLIDATING SCHEDULES 
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INDEPENDENT AUDITORS* REPORT 

Officers and Trustees 
Louisiana Municipal Risk Management Agency 

Accident and Health Fund 
Baton Rouge, Louisiana 

We have audited the accompanying statements of net assets of Louisiana Municipal Risk Management 
Agency - Accident and Health Fund (a quasi-public organization) (the Fund) as of December 31, 2009 and 
2008, and the related statements of revenues, expenses and changes in net assets, and cash flows for the years 
then ended. These financial statements are the responsibility of the Fund's management. Our responsibility 
is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditii^ standards generally accepted in the United States of 
America and with Govemment Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

hi our opinion, the financial statements referred to above present fairly, in all material respects, the fmancial 
position of Louisiana Municipal Risk Management Agency - Accident and Health Fund as of December 31, 
2009 and 2008. and the results of its operations and its cash flows for the years then ended in c(H}formity with 
accounting principles generally accepted in the United States of America. 

Management's discussion and analysis on pages 2 through 4 is not a required part of the basic financial 
statements but is supplementary information required by the Govemmental Accounting Standards Board. We 
have applied certain limited procedures, which consisted primarily of inquiries of management regarding the 
methods of measurement and presentation of the supplementary information. However, we did not audit this 
infomiation and express no opinion on it. 

In accordance with Govemment Auditing Standards, we have also issued our report, dated June 8, 2010, on 
our consideration of the Fund's intemal control over financial reporting and our tests of its compliance with 
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of intemal control over financial reporting and compliance and 
the results of that testing, and not to provide an opinion on the intemal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Govemmental Auditing 
Standards and should be considered in assessing the results of our audits. 

7^^-M M/«^f J\l/d^{lî  
Baton Rouge, Louisiana 
June 8,2010 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY - ACCIDENT AND HEALTH FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
qJNAUDITED) 

The Management's Discussion and Analysis of the Louisiana Municipal Risk Management Agency -
Accident and Health Fund (the Fund) presents a narrative overview and analysis of the Fund's financial 
activities for the years ended December 31, 2009 and 2008. This document focuses on the current year's 
activities, resulting changes, and currently known facts in comparison with the prior year's information. We 
encourage readers to consider the information presented here in conjunction with the Fund's financial 
statements, which follow this section. 

Financial Highlights 

• The assets of the Fund exceeded its liabilities at December 31, 2009 by $1,507,439 compared to the 
Funds assets exceeding its liabilities by $1,345,633 as of December 31,2008. 

• At December 31, 2009, the Fund's assets touled $3,788,948, which consisted primarily of cash and 
receivables, as compared to a balance of $3,730,049 at December 31,2008. 

• The Fund reported gross premiums eamed of $12,738,277 and $12,742,605 during the years ended 
December 31,2009 and 2008, respectively. 

• The Fund reported an increase in net assets of $161,806 during the year ended December 31, 2009 
compared lo an increase in net assets of $ 1,340,287 during the year ended December 31,2008. 

Overview of the Financial Statements 

This financial report consists of Management's Discussion and Analysis and the basic financial statements. 
The basic financial statements also include notes to the basic financial statements, which explain some of the 
information in the basic financial statements in more detail. 

The basic financial statements of the Fund report infonnation about the Fund usmg accounting methods 
similar lo those used by the private sector. The Slatements of Net Assets include all of the Fund's assets and 
liabilhies and provides information about die nature and amounts of investments in resources (assets) and the 
obligations to the Fund's members and creditors (liabilities). They also provide the basis for wanputing rate 
of return, evaluating the capital stmcture of the Fund and assessing the liquidity and financial flexibility of 
the Fund. All of the year's revenues and expenses are accounted for in the Statements ofRevenues, Expenses 
and Changes in Net Assets. These statements measure the success of the Fund's operations over the year and 
can be used to delemiine profitability, credit worthiness, and whether the Fund has successfully recovered all 
its costs through its premium and investment income. The fmal required fmancial statements are the 
Statements of Cash Flows. The primary purpose of these statements is to provide information about the 
Fund's cash receipts and cash payments throughout the year. These statements report cash receipts, cash 
payments and net changes m cash resulting from operations, investing, and financing activities. 

- 2 -



LOUISIANA MUNICffAL RISK MANAGEMENT AGENCY - ACCIDENT AND HEALTH FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED^ 

Overview of the Financial Statements (continued) 

The preparation of these financial statements requires the utilization of significant estimates, many of which 
will not be known for many years. Changes in estimates as well as the differences in actual results and 
estimated amounts will be included in the Statements of Revenues, Expenses and CSianges in Net Assets as 
these circumstances become known. 

Financial Analysis of the Fund 

The Statements of Net Assets and the Statements of Revenues, Expenses and Changes in Net Assets report 
infonnation in a way that the reader can determine if the Fund is in a better fmancial position as a result of 
the year's activities. These statements report the net assets of the Fund and changes in it. Net assets 
(difference between assets and liabilities) can be used to measure fmancial health or financial position. Over 
lime, increases and decreases in the Fund's net assets are one indicator as to whether its financial health is 
improving or deteriorating. There are other non-financial factors to consider, such as changes in economic 
conditions, healthcare costs, judicial environment, and new or changed govemment legislation. 

Condensed Statements of Net Assets 

December 31.2009 December 31.2008 

Total assets $ 3,788,948 $ 3,730,049 

Total liabilities 2.281.509 2.384.416 

Net assets 5! f . ^ 0 7 . 4 3 9 $ 1.345.633 

At December 31, 2009, the Fund's assets represent approximately 166% of the Fund's estimated liabilities as 
compared to 156% at December 31,2008. The Fund's total liabilities consist primarily of estimated claims 
payable, which decreased approximately 12% due to lower estimated claims for the upcoming year. In 2009, 
there was a large claim paid. 

Condensed Statements ofRevenues and Expenses and Changes in Net Assets 
for the Years Ended December 31: 

2009 

Operating revenues $ 12,738,277 

Operating expenses 12.584.480 

Operating income 153,797 

Non-operating income gpog 

Change in net assets J 16L8Q6 

- 3 -

$ 

2008 

12,742,605 

11-437.324 

1,305,281 

35.006 

% 1.340.2X7 



LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY - ACCIDENT AND HEALTH FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

Financial Analysis of the Fund (continued) 

The Fund experienced an excess of revenues over expenses in the amount of $161,806 for the current year 
resulting primarily from an increase in claims expense and loss ratio consistent with premiums. (See 
Statements of Revenues, Expenses and Changes in Net Assets on page 6 of this report). During the year 
ended December 31, 2009, the Fund reported premium income of $12,738,277 and investment income of 
$8,009. The Fund reported total expenses of $12,584,480, which consisted primarily of claims expense, 
excess insurance and service agent expenses. Claims expense inciured during the year ended December 31, 
2009 and 2008 represented 88% and 79% of premium income, respectively. 

Requests for Infonnation 

This financial report is designed to provide members, investors, and creditors with a general overview of the 
Fund's finances, as well as demonstrate accountability for funds the Fund receives. Questions conceming 
any of the information provided in this report or requests for additional infonnation should be addressed to 
the Louisiana Municipal Risk Management Agency - Accident and Health Fund, P.O. Box 4327, Baton 
Rouge, Louisiana 70821 or 225-344-5001. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCIDENT AND HEALTH FUND 

STATEMENTS OF NET ASSETS 
DECEMBER 31.2009 AND 2008 

ASSETS 

Cash and cash equivalents (note 4) 
Accounts receivable, net 
Reinsurance receivable 

Total assets 

$ 

$ 

2009 

2,950,114 
123,264 
715,570 

3,788,948 

$ 

$ 

2008 

2,477,411 

498,529 

754,109 

3,730,049 

LIABILITIES AND NET ASSETS 

Liabilities: 
Unpaid claims liability (note 3) 
Accounts payable and other liabilities 
Due to affiliates (note 2) 

1,876,000 
280,066 
125,443 

2,123,000 

144,293 

117,123 

Total liabilities 2,281,509 2,384,416 

Net assets 1,507,439 1,345,633 

$ 3,788,948 $ 3,730,049 

The accompanying notes are an integral part of these financial statements. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCroENT AND HEALTH FUND 

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
YEARS ENDED DECEMBER 3L 2009 AND 2008 

2009 2008 

OPERATING REVENUES 
Premiums eamed 

Total operating revenues 

OPERATING EXPENSES 
Claims expense (note 3) 
Reinsurance premiums and commission (note 2) 
Service agent fees (note 2) 
Administrative fees (note 2) 
Miscellaneous 

Total operating expenses 

OPERATING INCOME 

NON-OPERATING INCOME 
Investment income, net (note 4) 

CHANGE IN NET ASSETS 

$ 12,738,277 $ 12,742,605 
12,738,277 12.742,605 

15,169 

12,584,480 

153,797 

8,009 

11,169,249 10,060,186 
729,993 716,892 
656,796 616,755 

13,273 13,034 
30,457 

11,437,324 

1,305,281 

35,006 

161,806 1,340,287 

NET ASSETS - BEGINNING OF YEAR 

NET ASSETS - END OF YEAR 

1,345,633 5,346 

$ 1,507,439 $ 1,345^633 

The accompanying notes are an integral part of these financiai statements. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCIDENT AND HEALTH FUND 

STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

Cash flows from operating activities: 
Operating income 
Adjustments to reconcile operating income to net 

cash provided by operations: 
Change in reinsurance receivable 
Change in receivables 
Change in unpaid claims liability 
Change in accounts payable and other liabilities 

Net cash provided by operating activities 

Cash flows from investing activities: 
Investment interest received 

Net cash provided by investing activities 

Cash flows from financing activities: 
Change in due to affiliates 

Net cash provided by financing activities 

Net change in cash 

Cash, beginning of year 

Cash, end of year 

$ 153,797 : 

38,539 
375,265 

(247,000) 
135,773 

456,374 

8,009 

8,009 

8,320 

8,320 

472,703 

2,477,411 

$ 1,305,281 

(597,568) 
(219,201) 
686,000 

(118,140) 

1,056,372 

35,006 

35,006 

12,081 

12,081 

1,103,459 

1,373,952 

$ 2,950,114 $ 2,477,411 

The accompanying notes are an integral part of these fmancial statements. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCIDENT AND HEALTH FUND 

NOTES TO FINANCIAL STATEMENTS 

L SIGNIFICANT ACCOUNTING POLICIES 

(a) Background and Financial Statement Presentation 

Louisiana Municipal Risk Management Agency (LMRMA) was formed under Louisiana Act No. 
462 of 1979 to provide a program of woriters' compensation, accident and health, and public 
liability coverage for its member organizations. In accordance with Revised Statutes 33:1341-
1350, all local govemment subdivisions in the State of Louisiana are eligible to participate. The 
Accident and Health Fund's (the Fund) general objectives are to formulate, develop, and 
administer, on behalf of the member local govemmental subdivisions, a program of interlocal 
risk management, to obtain lower costs for that coverage, and to develop a comprehensive loss 
control program. Local govemmental subdivisions joining the Fund must be members of the 
Louisiana Municipal Association; a member may withdraw from the Fund by ^ving proper 
notice. Fund underwriting and rate-setting policies have been established by the Board of the 
Fund after consultation with actuaries. If the assets of the Fund were to be exhausted, members 
would only be responsible for their respective outstanding claims. 

Louisiana Municipal Association (LMA) is an association for the municipalities of Louisiana and 
is incorporated as a nonprofit corporation under the laws of the State of Louisiana. LMA acts as 
the administrator for the Fund. 

Risk Management, Inc. (RMI) is a third-party service agent primarily for LMRMA insurance 
funds. RMI, a Louisiana Corporation, is a wholly-owned subsidiaiy of LMA. 

Louisiana Municipal Reserve Fund Agency (LMRFA) was formed under Louisiana Revised 
Statutes 33:1349(e). LMRFA consists of interlocal risk management agencies pooling excess 
funds to provide reinsurance. Administration of the LMRFA is vested in the Executive Board of 
LMA. Effective January 1, 2003, LMRFA began providing reinsurance for the Fund. 

As of December 3!, 2009 and 2008, there were 54 and 55 participating municipalities in the 
Fund with a total number of participants of 1,983 and 1,889, respectively. 

The various LMRMA Funds, LMA and RMI are all affiliated through common membership and 
management control. Although all of these entities are related parties, their various net assets arc 
available only to each individual entity for its operations. For this reason, each entity is 
presented as a separate "stand alone" entity in accordance with the Govemmental Accounting 
Standards Board (GASB) Statement No. 10 and GASB Statement No. 14. 

(b) Basis of Accounting 

The Fund is considered an enterprise fund and, accordingly, uses the accrual method of 
accounting and the flow of economic resources measwement focus. Under the accmal basis of 
accounting, revenues are recognized in the accounting period in which they are eamed and 
expenses are recognized in the period incun^d. The Fund applies all applicable Financial 
Accounting Standards Board (FASB) pronouncements issued on or before November 30,1989 in 
accounting for its operations unless those pronouncements conflict with or contradict GASB 
pronouncements. Since die business of the Fund is essentially that of an insurance company, 
having a business cycle greater than one year, the statements of net assets are not presented in a 
classified format. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCIDENT AND HEALTH FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

(c) Premium Income and Accounts Receivable 

Premiums are recognized as income over the lerm of the policies as they become eamed on a pro 
rata basis. Any adjustments to annual premiums are considered to be a change in estimate and 
are recognized in the year they become known. 

The Fund considers accounts receivable to be fully collectible; accordingly, no allowance for 
doubtful accounts has been established. If accounts become uncollectible, they will be charged 
to operations when that determination is made. Collections on accounts previously written off 
are included in other income when received. 

(d^ Operating /Non-Operating Revenue and Expense 

Operating revenues consist of member premiums as these revenues are generated from the 
Fund's operations and are needed to carry out its statutoiy purpose. All expenses incurred for 
that purpose are classified as operating expenses. Investment income and other revenues and 
expenses, which arc ancillary to the Fund's statutory purpose, are classified as non-operating. 

(e) Unpaid Claims Liability 

The Fund establishes claims liabilities based on estimates of the ultimate cost of clauns 
(including future claim adjustment expenses) that have been reported but not settled and of 
claims that have been incurred but not reported. The length of time for which such costs must be 
estimated varies depending on the coverage involved. Estimated amounts of reinsurance 
recoverable on unpaid claims are deducted firom the liability for unpaid claims. Because actual 
claims costs depend on such complex factors as inflation, changes in doctrines of legal liability, 
and damage awards, the process used in computing claim liability does not necessarily resuh in 
an exact amount. Claims liabilities arc recomputed periodically using a variety of actuarial and 
statistical techniques to produce current estimates that reflect recent settlements, claims 
fi-equency, and other economic and social factors. A provision for inflation in the calculation of 
estimated future claims costs is implicit in the calculation because reliance is placed both on 
actual historical data that reflects past inflation and on other factors that are considered to be 
appropriate modifiers of past experience. Adjustments to claims liabilities are charged or 
credited to expenses in the period in which they are made. The carrying amount of liabilities for 
claims losses and claims expenses is presented at the estimated claims amounts in the financial 
statements. 

(f) Cash and Cash Equivalents 

For the purposes of the statements of cash flows, cash includes amounts in demand deposit 
accounts with banks, and money markets and repurchase agreements, which are usually 
purchased with maturities of 90 days or less or are reinvested continuously. 

- 9 -



LOUISLVNA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCIDENT AND HEALTH FUND 

NOTES TO FINANCIAL STATEMENTS 

L SIGNIFICANT ACCOUNTING POUCIES (continued) 

(g) Excess Reinsurance 

The Fund uses excess reinsurance to reduce its exposure to large losses on insured events. 
Furth^ description of the reinsurance coverage is described in Note 5. Reinsurance permits 
recovery of a portion of losses from reinsurers, although it does not discharge the primaiy 
liability of the Fund as direct insurer of the risks reinsured. The Fund does not report reinsured 
risks as liabilities unless it is probable that those risks will not be covered by reinsurers. Claims 
expense consists of claims incurred during the current year, adjustments to the accounting 
estimate of prior years' claims expense and a reduction for claims covered by the reinsurer in 
accordance with the reinsurance policy. Reinsurance receivable represents claims paid in excess 
of excess retention. The Fund considers reinsurance receivable to be fiilly collectible; 
accordingly, no allowance for doubtful accounts has been established. 

(h) Income Taxes 

The Fund is exempt from federal income taxes under Sections 7701 and 115(1) of the Intemal 
Revenue Code. 

(i) Use of Estimates 

The preparation of the financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ ft^om those estunates and 
assumptions. For example, significant estimates and assumptions are used in estimatmg its 
insurance liabilities, and accmals. If fuhire experience differs materially for these estimates and 
assumptions, the financial statements could be affected. 

(i) Reclassifications 

Certain items in the 2008 financial statements have been reclassified to be comparative to the 
2009 presentation. 

-10-



LOUISLVNA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCIDENT AND HEALTH FUND 

NOTES TO FINANCIAL STATEMENTS 

2. RELATED PARTY TRANSACTIONS 

LMA, RMI and LMRFA provide services related to the self-insurance funds operated for the benefit of 
Louisiana municipalities. The fees incmred by the Fund for these services and related balances owed 
are as follows: 

$ 

$ 

$ 

$ 

$ 

$ 

2009 

13.273 

656.796 

614.300 

115.693 

1,190 
124.253 

125.443 

2008 

$ 

$ 

$ 

$ 

$ 

$ 

13.034 

616.755 

603.275 

113.617 

1,134 
115.989 

117.123 

Expenses and current fee stmcture: 
Administrative fees ~ LMA ($.60 per 

person per month) 
Service agent fees - RMI ($29.00 in 2009; $27.75 in 2008 

for health and $1.20 for dental participant in 2009 and 2008) 
Reinsurance premium expense - LMRFA ($28.32 in 2009 

and 2008 per person for health participants) 
Reinsurance commission - RMI ($5.23 

in 2009 and 2008 per health participant) 

Due to affiliates: 
LMA 
RMI 

The Board of Trustees has authorized up to $500,000 in borrowings, which are unsecured and non-
interest bearing fi-om the LMRFA. During 2009 and 2008, there are no amounts drawn on this line of 
credit. For the years ended December 31, 2009 and 2008, the Fund recorded and offset related claims 
expense $1,345,807 and $1,101,303, respectively received from the LMRFA as it relates to the 
reinsurance arrangements (see note 5). Of these amounts, $715,570 and $754,109 are receivable as of 
December 31,2009 and 2008, respectively. 

3. CLAIMS EXPENSE AND UNPAID CLAIMS LIABILITY 

The following represents changes in the Fund's aggregate unpaid claims liabilities for the years ended 
December 31: 

2009 2008 
(Amounts in thousands) 

Unpaid claims and claims adjustment 
expenses liability, beginning of year $ 2,123 $ 1,437 

Incurred claims and claims adjustment 
expense-provision for insured events 11,169 10,060 

Less payments - claims and claims 
adjustment expenses (11.416') f9.374> 

Unpaid claims and claims adjustment 
expenses liability, end of year $ 1.876 $ 2.123 

Settled claims have not exceeded aggregate insurance coverages in any of the past two fiscal years. 
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LOUISmVA MUNICIPAL RISK MANAGEMENT AGENCY 
ACCIDENT AND HEALTH FUND 

NOTES TO FINANCIAL STATEMENTS 

4. CASH AND CASH EOUIVALENTS 

The Fund must comply with Rule Number 4 of the Commissioner of Insurance, State of Louisiana. 
According to Rule Number 4, all deposits in financial institutions made by these funds shall be limited 
to institutions in Louisiana unless a higher rate can be obtained in an out-of-state institution. Deposits 
in financial institutions may exceed the federally insured amount in any one financial institution, as 
long as the amount is not in excess of the greater of $500,000 or 5% of the combination of surplus, 
undivided profits and reserves as cwrently reported by the financial institution. In regard to deposits 
and investments, the Fund is in compliance with these revised provisions as of and during the years 
ended December 31, 2009 and 2008. All demand deposits are insured or collateralized by pledged 
securities held by an agent in the name of the Fund. 

Under Rule Number 4 of the Commissioner of Insurance, State of Louisiana, the Fund may invest any 
surplus monies in obligations of the U.S. Govemment and its agencies, as well as financial institutions. 

Net investment income for the years ended December 31,2009 and 2008 consists of the following: 

2009 2008 

hiterest income $ 8.009 $ 35.006 

5. REINSURANCE POUCY COVERAGE 

The Fund and its excess reinsurer represent a cooperative program for group funding and risk 
management of accident and health claims of participating Louisiana municipalities. Although 
premiums billed to the participants are detennined on an actuarial basis, the ultimate liability for 
claims remains with the members/participants, and the Fund has the authority to assess the 
members/participants to fund any deficits incurred. 

Since January 1, 2003, the Fund has obtained reinsurance from LMRFA to provide the following 
coverage: 

Item I: Annual aggregate in excess of 125% of annual eamed nonnal premium. 

Item il: $900,000 specific losses in excess of $100,000 each and every loss. 

Amounts paid to LMRFA for reinsurance were obtamed at a discounted rate compared to what was 
provided by a commercial insurer years prior to 2003. See Note 2 for details on amounts paid to and 
recovered from LMRFA for reinsurance arrangements. 

6. SUBSEOUENT EVENTS 

Management has evaluated events through the date that the financial statements were available to be 
issued, June 8,2010 and detennined that there were no events that required disclosure. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AIVD OTHER MATTERS BASED ON AN AUDIT OF FINANCUL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERI>iMENTAUDITING STANDARDS 

Officers and Tmstees 
Louisiana Municipal Risk Man^ement Agency 

Accident and Health Fimd 
Baton Rouge, Louisiana 

We have audited the financial statements of Louisiana Municipal Risk Management Agency - Accident 
and Health Fund (the Fund), as of and for the year ended December 31,2009, and have issued our report 
thereon dated June 8, 2010. We have conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits 
contained in Govemment Auditing Standards, issued by the Comptroller General of the United States. 

Intemal Control Over Financial Reporting 

In planning and performing our audit, we considered the Fund's intemal control over financial reporting 
as a basis for designing our auditing procedures for the purpose of expressing our opinicm on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Ftmd's 
intemal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness 
of the Fund's intemal control. 

A deficiency in intemal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, w combination 
of deficiencies, in mtemal control, such that there is a reasonable possibility that a material misstatement 
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. 

Our consideration of the intemal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies, significant deficiencies or materia] 
weaknesses. We did not identify any deficiencies in intemal control that we consider to be material 
weaknesses, as defined above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Fund's fmancial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, wc do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Govemment Auditing Standards. 
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This report is intended solely for the information and use of the management of the Louisiana Municipal 
Risk Management Agency - Accident and Health Fund and the Legislative Auditor of the State of 
Louisiana and is not intended to be and should not be used by anyone other than these specified parties. 
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public 
document. 

T o < M ^ ^aX^ ^ f̂ jijik ./.-^ 
Baton Rouge, Louisiana 
June 8,2010 
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INDEPENDENT AUDITORS' REPORT 

Officers and Tmstees 
Louisiana Mtuiicipal Risk Management Agency 

Public Liability Fund 
Baton Rouge, Louisiana 

We have audited the accompanying statements of net assets of Louisiana Municipal Risk Management 
Agency - Public Liability Fund (a quasi-public organization) (the Fund) as of December 31, 2009 and 2008, 
and the related statements of revenues, expenses and changes in net assets, and cash fiows for the years then 
ended. These financial statements are the responsibili^ of the Fund's management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and with Govemment Auditing Standards^ issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audits to obtaui reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures m the financial statements. An audit also includes assessing the 
accounting principles used and si^ficant estimates made by management, as well as evaluating the ovwaH 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opmion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Louisiana Municipal Risk Management Agency - Public Liability Fund as of December 31,2009 
and 2008, and the results of its operations and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

Management's discussion and analysis on pages 2 through 4 and the schedule ten-year claims development 
infomiation on page 17, are not a required part of the basic financial statements, but are supplementaiy 
information required by the Govemmental Accounting Standards Board. We have applied certain limited 
procedures, which consisted primarily of inquiries of management regarding the methods of measurement 
and presentation of the supplementaiy information. However, we did not audit this infonnation and express 
no opinion on it. 

In accordance with Govemment Auditing Standards, we have also issued our report, dated June 8, 2010 on 
our consideration of the Fund's internal control over fmancial reporting and our tests of its compliance with 
certam provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testmg of internal control over financial reportmg and compliance and 
the results of that testing, and not to provide an opinion on the intemal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance widi Govemmental Auditing 
Standards and should be considered in assessing the results of our audits. 

To^iJUAwJ^f^^-^'^ 
Baton Rouge, Louisiana 
June 8,2010 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY - PUBUC LIABILITY FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
fUNAUDlTED) 

The Management's Discussion and Analysis of the Louisiana Municipal Risk Management Agency - Public 
Liabilhy Fund's (the Fund) financial peiformance presents a narrative overview and analysis of the Fund's 
financial activities for the years ended December 31, 2009 and 2008. This document focuses on the current 
year's activities, resulting changes, and currently known facts in comparison with the prior year's information. 
We encourage readers to consider the information presented here in conjunction with the Fund's financial 
statements, which follow this section. 

Financial Highlights 

• The assets of the Fund exceeded its liabilities at December 31,2009 by $4,359,544 compared to $4,539,201 
as of December 31,2008, which is a 4% decrease. 

• At December 31, 2009, the Fund's assets totaled $19,483,646, which consisted primarily of investment 
securities primarily composed of direct and mdirect mvestments in U.S. Govemment debt obligations and 
accounts receivable. At December 31, 2008, the Fund's assets totaled $19,687,601 and were comprised of 
similar types of assets. 

• The Fund reported earned premiums of $11,365,807 and $11,177^93 during the years ended December 31, 
2009 and 2008, respectively. 

• Net assets decreased by $179,657 during the year ended December 31, 2009 compared to an increase of 
$643,673 during 2008. 

• At the end of the current fiscal year, the Fund's net assets totaled $4,359,544 or 37% of current year 
exp«ises. 

Overview of the Financial Statements 

This financial report consists of Management's Discussion and Analysis and the basic financial statements. The 
basic fmancial statements also include notes to the financial statements, which explain some of the information 
in the financial statements in more detail. 

The basic financial statements of the Fund report infonnation about the Fund using accounting methods similar 
to those used by private sector. The Statements of Net Assets include all of the Fund's assets and liabilities and 
provides infonnation about the nature and amounts of investments in resources (assets) and the obligations to the 
Fund's members and creditors (liabilities). These statements also provide the basis for computing rate of return, 
evaluating the capital stmcture of the Fund and assessing the liquidity and financial flexibility of the Fund. All 
of the year's revenues and expenses are accounted for in the Statements ofRevenues, Expenses and Changes in 
Net Assets. These statements measure the success of the Fund's operations over the year and can be used to 
detenmine whether the Fund has successfully recovered all of its costs through its premium and investment 
income, profitability and credit worthiness. The final required financial statements are the Statements of Cash 
Flows. The primary purpose of these statements is to provide information about the Fund's cash receipts and 
cash payments throughout the year. These statements report cash receipts, cash payments and net changes in 
cash resulting fi-om operations, investing, and financing activities. 
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LOUISDVNA MUNICIPAL RISK MANAGEMENT AGENCY - PUBUC LIABILITY FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
nJNAUDITED> 

Overview of the Financial Statements (continued) 

The preparation of these financial statements requires the utilization of significant estimates. Changs in 
estimates, as well as the differences in actual results and estimated amounts, will be included in the Statements 
ofRevenues, Expenses and Changes in Net Assets as these circumstances become known. 

Financial Analj^is of the Fund 

The Statements of Net Assets and the Statements of Revenues, Expenses and Changes in Net Assets report 
information in a way that the reader can determine if the Fund is in a better financial position as a result of the 
year's activities. These statements report the Net Assets of the Fund and changes in them. The net assets 
(difference between assets and liabilities) can be used to measure financial health or financial position. Over 
time, increases and decreases in the Fund's net assets are one indicator as to whether its financial health is 
improving or deteriorating. There are other non-financial factors to consider, such as changes in economic 
conditions, healthcare costs, judicial environment, and new or changed government legislation. 

Condensed Statements of Net Assets at December 31,: 

2009 2008 

Total assets $ 19.483,646 $ 19,687,601 

Total liabilities 15.124.102 15.148.400 

Net assets $ ' 4.359.544 S 4.539^01 

All of the Fund's assets can be used for any lawful purpose consistent with the policies and guidelines 
established by the Board of the Fund. Total assets decreased approximately 1% and consist primarily of 
investments in U.S. Govemment and Agency debt securities. Total liabilities decreased approximately .16% due 
to an increase in unpaid claims liabilities resuhing from increases in paid and incurred losses for the year ended 
December 31,2009. 

Condensed Statements ofRevenues and Expenses and Changes in Net Assets 
for the Years Ended December 31,: 

2009 

Operating revenues $ 11365,807 

Operating expenses IL890.043 

Operating income (loss) (524,236) 

Non-operating income 344.579 

Change in net assets $ (179^657) 

- 3 -
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2008 

11,177,393 

11.480,979 

(303,586) 
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LOUISLVNA MUNICIPAL RISK MANAGEMENT AGENCY - PUBUC LIABILITY FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
gJNAUDITED^ 

Financial Analysis of the Fund (continued) 

During the year ended December 31, 2009, the Fund reported premium income of $11,365,807 and investment 
income of $344,579. Premiums increased during 2009 due to annual increases. The Fund reported total expenses 
of $11,890,043 which consisted primarily of claims, reinsurance premiums, administrative and service agent 
fees. Claims expense increased in the current year primarily as a result of higher losses as it relates to both paid 
and incurred claims. The Fund experienced a net decrease in net assets of $179,657 for the current year. See 
Statements ofRevenues, Expenses and Changes in Net Assets on page 6 of this report. 

Requests for Infonnation 

This financial report is designed to provide members, investors, and creditors with a general overview of the 
Fimd's finances, as well as demonstrate accountability for funds the Fund receives. Questions concerning any of 
the mformation provided in this report or requests for additional information should be addressed to the 
Louisiana Municipal Risk Management Agency - Public Liability Fund, P.O. Box 4327, Baton Rouge, 
Louisiana 70821 or 225-344-5001. 
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LOUISLVNA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC LLVBILITY FUND 

STATEMENTS OF NET ASSETS 
DECEMBER 31.2009 AND 2008 

ASSETS 

Investments (note 4) 
Accounts receivable, net 
Reinsurance receivable (note 3) 
Deductibles receivable 
Accrued interest receivable 

2009 2008 

$ 15,803,521 
1,845,938 
1,530,341 

201,117 
102,729 

$ 17,047,908 
1,835,701 

413,703 
284,431 
105,858 

Total assets $ 19,483,646 $ 19,687,601 

LLVBIUnES AND NET ASSETS 

Liabilities: 
Unpaid claims liability (note 3) 
Unearned premiums 
Due to affiliates - net (note 2) 
Accmed expenses 

Total liabilities 

Net assets 

$ 12,386,000 
2,420360 

315,217 
2,525 

15.124,102 

4359,544 

$ 19,483,646 

$ 

$ 

12382,000 
2,373330 

390,139 
2,931 

15,148,400 

4,539.201 

19,687,601 

The accompanying notes are an integral part of these financial statements. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC LIABIUTY FUND 

STATEMENTS OF REVENUES. EXPENSES AND CHANGES IN NET ASSETS 
YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

OPERATING REVENUES 
Premiums eamed 

Total opiating revenues 

OPERATING EXPENSES 
Claims expense (note 3) 
Reinsurance premiums (note 2) 
Administrative fees (note 2) 
Service agent fees (note 2) 
Bad debt expense 
Miscellaneous 

Total operating ejqienses 

OPERATING LOSS 

NON-OPERATING INCOME 
Investment income, net (note 4) 

CHANGE IN NET ASSETS 

$ 11365,807 
11365,807 

11,890,043 

(524,236) 

344,579 

$ 11,177,393 
11,177393 

8,623,764 
1,692,650 

677,155 
701,339 
158,630 
36,505 

8,447,462 
1,620335 

677.155 
701339 

-
34,688 

11.480,979 

(303.586) 

947,259 

(179,657) 643,673 

Pffi:T ASSETS - BEGINNING OF YEAR 

NET ASSETS - END OF YEAR 

4,539,201 3,895,528 

$ 4359,544 $ 4,539,201 

The accompanying notes are an integral part of these financial statements. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC UABIUTY FUND i 

STAi'EMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31.2009 AND 2008 

Cash flows fh)m operating activities: 
Operating loss 
Adjustments to reconcile operating loss 

to net cash (used in) provided by operations: 
Change in receivables 
Change in unpaid claims liability 
Change in accmed expenses, unearned 

premiums and due to affiliates 

Net cash (used in) provided by operating activities 

Cash flo^^ from investing activities: 
Purchases of investments 
Proceeds from sales and maturities of investments 
Investment income received 

Net cash provided by (used in) investing activities 

Net change in cash 

Cash, beginning of year 

Cash, end of year 

$ 

$ 

2009 

(524,236) 

(1.043,561) 
4,000 

(2838) 

(1,592,095) 

(4,265,512) 
5370,472 

487,135 

1.592,095 

-

. 

_ 

2008 

$ (303,586) 

(463364) 
2,566,000 

335,867 

2.134,917 

(6,430,656) 
3,738340 

557,399 

(2,134,917) 

- ' 

. 

5 

The accompanying notes are an integral part of these financial statements. 

- 7 -



LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC LUBILITY FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POUCIES 

(a) Background and Financial Statement Presentation 

Louisiana Municipal Risk Management Agency (LMRMA) was formed under Louisiana Act No. 
462 of 1979 to provide a program of workers' compensation, accident and health, and public liability 
coverage for its member organizations. In accordance with Revised Statutes 33:1341-1350, all local 
govemment subdivisions in tiie State of Louisiana are eligible to participate. The LMRMA Public 
Liability Fund's (the Fund) general objectives are to formulate, develop, and administer, on behalf 
of the member local govemmental subdivisions, a program of interlocal risk management, to obtain 
lower costs for that coverage, and to develop a comprehensive loss control program. Local 
govemmental subdivisions joining the Fund must be members of the Louisiana Municipal 
Association; a member may withdraw from the Fund by giving proper notice. Fund underwriting 
and rate-setting policies have been established by the Board of the Fund after consultation with 
actuaries. If the assets of the Fund were to be exhausted, members would only be responsible for 
their respective outstanding claims. As of December 31, 2009 and 2008, there were 245 and 251 
participating municipalities, respectively. 

Louisiana Municipal Association (LMA) is an association for the municipalities of Louisiana and is 
incorporated as a nonprofit corporation under the laws of the State of Louisiana. LMA acts as the 
administrator for the Fund. 

Risk Management, Inc. (RMI) is a third-parly service agent primarily for LMRMA insurance fimds. 
RMI, a Louisiana Corporation, is a wholly-owned subsidiary of LMA. 

Louisiana Municipal Reserve Fund Agency (LMRFA) was formed under Louisiana Revised Statutes 
33:1349(c). LMRFA consists of interlocal risk nianagement agencies pooling excess funds to 
provide reinsurance. Administration of the LMRFA is vested in the Executive Board of LMA. 
LMRFA reinsures the LMRMA Public Liability Fund. 

The various LMRMA and LMRFA Funds, LMA and RMI are all affiliated through common 
membership and management control. Although all of these entities are related parties, their various 
net assets are available only to each individual entity for its operations. For this reason, each entity 
is presented as a separate "stand alone" entity in accordance with the Govemmental Accounting 
Standards Board (GASB) Statement No. 10 and GASB Statement No. 14. 

(b) Basis of Accounting 

The Fund is considered an enterprise fund and, accordingly, uses the accmal method of accounting 
and the flow of economic resources measurement focus. Under the accmal basis of accounting, 
revenues are recognized in the accounling period m which they are eamed and expenses are 
recognized in the period incuned. The Fund applies all applicable Financial Accounting Standards 
Board (FASB) pronouncements issued on or before November 30, 1989 in accounting for its 
operations unless those pronouncements conflict with or contradict GASB pronouncements, in 
which case, GASB prevails. 

Since the business of the Fund is essentially that of an insurance company having a business cycle 
greater than one year, the statements of net assets are not presented in a classified format. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC LIABIUTY FUND 

NOTES TO FINANCIAL STATEMENTS 

I. SIGNIFICANT ACCOUNTING POLICIES (continued) 

(c) Investments 

Investments are reported at estimated fair value except for short-term and money market 
investments, consisting primarily of U.S. Treasury obligations with a maturity of one year or less at 
time of purchase, which are reported at cost. Fair value is based on the last reported sales price if 
available; if not available, fair value is based on estimated fair value. Realized gains and losses and 
changes in unrealized gains and losses on investments recorded at fair value are included in 
investment income. Investments include money market accounts, repurchase agreements, U.S. 
Govemment Agency obligations and U.S. Treasury securities and are held for long-term purposes. 

(d) Premium Income and Receivables 

Premiums are recognized as income over the life of the policies as they become eamed. Any 
adjustments to annual premiums are considered to be a change In estimate and are recognized in the 
year they become known. Acquisition costs associated with new and renewal contracts are 
immateriid to the fmancial statements and are expensed when incurred. 

The Fund considers accounts receivable, reinsurance receivable, and deductibles receivable to be 
fiilly collectible; accordingly, no allowance for doubtful accounts has been established. If accounts 
or deductibles become uncollectible, they will be charged to operations when that determination is 
made. Collections on accounts previously written off are included in other income when received. 

(e) Operating /Non-Operating Revenue and Expenses 

Operating revenues consist of member premiums as these revenues are generated from the Fund's 
operations and are needed to cany out its statutory purpose. All expenses incurred for that purpose 
are classified as operating expenses. Investment income and other revenues and expenses which are 
ancillaiy to the Fund's statutory purpose are classified as non-operating. 
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LOUISLVNA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBUC LIABILITV FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

(0 Unpaid Claims Liability 

The Fund provides liability coverage to members for claims incurred during the benefit period 
regardless of when the claims are reported to the Fund. The Fund establishes claims liabilities based 
on estimates of the ultimate cost of claims (includmg future claim adjustment expenses) that have 
been reported but not settied and of claims that have been incun^ but not reported. The length of 
time for which such costs must be estimated varies depending on the coverage involved. Estimated 
amounts of reinsurance recoverable on unpaid claims are deducted from tiie liability for unpaid 
claims. Because actual claims costs depend on such complex factors as inflation, changes in 
doctrines of legal liability, and damage awards, the process used in computing claims liability does 
not necessarily result in an exact amount, particularly for coverages such as public liability. Claims 
liabilities are recomputed periodically using a variety of actuarial and statistical techniques to 
produce ciurent estimates that reflect recent settlements, claims fi^quency, and other economic and 
social factors. A provision for inflation in Ihe calculation of estimated future claims costs is implicit 
in the calculation because reliance is placed both on actual historical data that reflects past inflation 
and on other factors that are considered to be appropriate modifiers of past experience. 

Adjustments to claims liabilities are charged or credited to claims expense in the periods in i^ich 
they are made. The carrying amount of liabilities for claims losses and claims expense are presented 
at present value in the financial statements. 

(g) Statements of Cash Flows 

For the purposes of the statements of cash flows, cash includes cash in demand deposh accounts 
with banks. Because certificates of deposit, money markets and repurchase agreements are usually 
purchased with maturities of 90 days or more, they are classified as investments. 

(h) Excess Reinsurance 

The Fund uses excess reinsurance to reduce its exposure to large losses on insured events. 
Reinsurance permits recovery of a portion of losses from reinsurers, although it does not discharge 
the prunaiy liability of the Fund as direct insurer of the insured risks. The Fund does not report 
reinsured risks as liabilities unless it is probable that those risl« will not be covered by reinsurers. 

(i) Income Taxes 

The Fund is exempt from federal income taxes under Sections 7701 and 115(1) of the Intemal 
Revenue Code. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC LIABIUTY FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLiaES (continued) 

(j) Use of Estimates 

Management of the Fund has made a number of estimates and assumptions relating to the reporting 
of assets and liabilities to prepare these financial statements in conformity with accounting 
principles generally accepted in the United States of America. Actual results could differ from 
those estimates and assumptions. For example, significant estimates and assumptions are used in 
estimatmg its insurance liabilities, fair values of investments and accmals. If future experience 
differs materially for these estimates and assumptions, the financial statements could be affected. 

(ky Reclassifications 

Certain items in the 2008 financial statements have been reclassified to be comparative to the 2009 
presentation. 

2. RELATED PARTY TRANSACTIONS 

LMA, RMI and LMRFA provide services related to the self-insurance fimds operated for die benefit of 
Louisiana municipalities. The fees for these services are based on a percentage of the eamed nonnal 
premiums (ENP) for the years ended December 31, 2009 and 2008. llie respective percentages of the 
respective earned normal premiums and eamed standard premiums are as follows: 

2009 2008 
Expenses (and current fee stmcture): 

Administrative fee - LMA 
(7.25% of ENP) ^ 677155 $ 677.155 

Service agent - RMI 
(7.00% of ENP) S; 701.339 S 701.339 

Reinsurance - LMRFA 
(16.75% of ENP) i; 1.692.650 $ 1.620.335 

Reinsurance recoveries from LMRFA $ 3.468.518 $ 3.776.211 

Due to (from) affiliates: 
. LMA $ 227,155 $ 437,156 

RMI 25.467 12,649 
LMRFA (29,665) (59,666) 
LMRMA Worker's Compensation Fund 92.260 -

^ 315.217 ?i; 390139 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC I IARn. lTV FITNn 

NOTES TO FINANCIAL STATEMENTS 

3. CLAIMS EXPENSE AND UNPAID CLAIMS LIABILITY 

The following represents changes in the Fund's aggregate unpaid claims liabilities for the years ended 
December 31,2009 and 2008: 

2009 2008 

Liability for unpaid losses at beginning of year, gross 
Less: reinsurance recoverables 
Liability for unpaid losses at beginning of year, net 

Net incurred related to: 
Current year 
Prior years 
Total incurred 

Net paid related to: 
Current year 
Prior years 
Total paid 

Liability for unpaid losses at end of year, gross 
Less: reinsurance recoverables 
Liability for unpaid losses at end of year, net 

In addition to die unpaid claims covered by the Fund's reinsurer (LMRFA), there are $1,530,341 and 
$413,703 of paid clauns which are recoverable from the reinsurer at December 31, 2009 and 2008, 
respectively. 

During 2009 and 2008, the Fund experienced overall unfavorable development on unpaid claims liabilities 
established in. prior years related primarily to certain adverse judicial proceedings as well as an overall 
increase in incurred claims. In establishing claims liability reserves, management considers facts currently 
known, historical claims information, industry average loss data, and the present state of laws and 
coverage. However, the process of establishing loss reserves is a complex and imprecise science that 
reflects significant judgmental factors. Management believes that the aggregate loss reserves at December 
31,2009 are adequate to cover claims for losses that have occurred. Managemem can give no assurance 
that the ultimate claims incurred through December 31, 2009 will not vary from the above estimates, and 
such difference could be significant. 

The Fund's claims payable have been discounted for December 31,2009 and 2008, based on tiie Fund's 
anticipated payout patterns and a discount rate assumption of 5.0% which management expects to 
approximate the interest earnings over the payout period. The effect of the reserve discounts was 
$1,115,000 and $926,000 at December 31,2009 and 2008, respectively. 

(Amounts in 

$ 29,298 
16.916 
12382 

5,516 
3.108 
8.624 

787 
7.833 
8.620 

30,236 
17.850 

$ 12.386 

thoiisands) 

$ 

$ 

22,455 
12.639 
9.816 

5,969 
2.478 
8.447 

954 
4.927 
5.881 

29.298 
16.916 
12,382 
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LOUISLVNA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC LIABIUTY FUND 

NOTES TO FINANCIAL STATEMENTS 

4. DEPOSITS AND INVESTMENTS 

The Fund must comply with Rule Number 4 of the Commissioner of Insurance, State of Louisiana. 
According to Rule Number 4, all deposits in financial institutions shall be limited to institutions in 
Louisiana tmless a higher rate can be obtained in an out-of-state institution. Deposits m financial 
institutions may exceed the federally insured amount in any one financial institution, as long as the amount 
is not in excess of the greater of $500,000 or 5% of the combination of surplus, undivided profits and 
reserves as currently reported by the financial institution in question. In regard to deposits and 
investments, the Fund was in compliance with these revised provisions as of and during Ihe yeai^ ended 
December 31,2009 and 2008. 

Under Rule Number 4 of the Commissioner of Insurance, State of Louisiana, the Fund may invest any 
surplus monies in obligations of the U.S. Govemment and its agencies, as well as financial instituticms. 
Included in mvestments are money maiket accounts and repurchase agreements. The Fund policy is to 
wire-transfer cash as needed from investments lo support disbursements. Consequently, a zero cash 
balance is maintained. 

Statement Number 40 of the Govemmental Accounting Standards Board (GASB Statement No. 40), 
Deposits and Investment Risk Disclosures established and modified disclosure requirements related to 
investment risk. This section describes the various types of investment risk and the Fund's eiqwsure to 
each type. 

The following table presents the estimated fair value and amortized cost of investments permissible 
imderthe mles, objectives and guidelmes of the Fund as of December 31,2009 and 2008: 

2009 2008 
Investment Tvpe 

U.S. Govemment mortgage-
backed securities 

Estimated 
Fair Value 

$ 3,689,487 

Amortized 
Cost 

$ 3,533,649 

Estimated 
Fair Value 

$ 3,784,810 

Amortized 
Cost 

$ 3,716.187 

U.S. Agency debt obligations 6.294.921 6.011.755 $ 5,779.485 $ 5,272,666 

Money market fimds , 5.819.113 5.819.113 7.483.613 7.483.613 

TOTAL % 15.803,5?! $ 15.364.517 % 17.047.908 $16.472 466 
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LOXnSLVNA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBUC LIABIUTY FUND 

NOTES TO FINANCIAL STATEMENTS 

4. DEPOSITS AND INVESTMENTS (continued) 

Custodial Credit Risk 

Custodial credit risk for investments is the risk that, in the event of the failure of the coimterparty to a 
transaction, Ihe Fund will not be able to recover the value of investment or collateral securities that are in 
the possession of an outside party. Exposure to custodial credit risk arises when seciuities are uninsured, 
or are not registered in the name of the Fund, and are held by either the counterparty or the counterparty's 
tmst department or agent, but not in the Fund's name. 

The Fund's investments m govemment debt obligations are tminsured on the performance of the custodian 
and are exposed to custodial credit risk because they are held by counterparty. Investments in extemal 
investment pools, mutual fimds. and other pooled investments are not exposed to custodial credit risk 
because of their natural diversification and the diversification required by the Securities and Exchange 
Commission. 

Credit Risk 

Credit risk is defined as the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. Nationally reco^ized standardized rating ^stems are a tool with which to assess credit risk 
on debt obligations. U.S. Govemment debt securities are not required to be rated. The following table is 
provided for use in assessmg the Fund's exposure to credit risk as of December 31,2009 and 2008. 

Standard and Poor's Rating 

Money market funds 
U.S. Govemment securities 

Not rated 
Rated AAA 

Total 

Estimated 
Fafr Value 

2009 

$ 5.819.113 

3,689,487 
6.294.921 

$ 15.803.521 

$ 

_J= 

Estimated 
Fair Value 

2008 

7,483,613 

3,784,853 
5.779.442 

17.047.908 

Concentration of credit risk relates to the risk of loss attributed to the magnitude of the Fund's investment 
in a single issuer. The Fund has no investments in any one issuer that represented 5% or more of total 
investments, other than the U.S. Government. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBUC LIABILITY FUND 

NOTES TO FINANCIAL STATEMENTS 

4. DEPOSITS AND INVESTMENTS f continued^ 

Interest Rate Risk 

Interest rate risk is defined as the risk that changes m overall market interest rates will adversely affect the 
fair value of an investment. The risk is applicable to debt investments with fair values that are sensitive to 
changes in interest rates. One indicator of the measure of interest rate risk is the dispersion of maturity 
dates for debt insfruments. The following table shows the Fund's fixed income investments and maturities 
in actively-managed accounts at December 31,2009: 

INVESTMENT MATURITIES (in years) 

Investment Tvpe 
Estimated 
Fair Value I^ss than 1 1-5 5-10 

Greater 
than 
10 

Money market funds 

U.S. Govemment 
mortgage-backed 
securities 

$ 5,819,113 $5,819,113 $ 

3,689,487 2,496 1,428,423 1,647,905 610,663 

U.S. Agency debt 
obligations 6.294.921 

$5.821.609 
4.027.564 

$5.455.987 
2.267.357 

^ $ 610.663 

Net investment income for the years ended December 31,2009 and 2008 consists of the following: 

Interest income 
Realized gains (losses) - net 
Unrealized gains (losses) arising during the year - net 

2009 2008 

$ 467,881 $ 544,955 
33,137 14358 

(156.439) 387.946 

$ 344.579 X 947.2.59 
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LOUISLVNA MUNICIPAL RISK MANAGEMENT AGENCY 
PUBLIC LIABILITY FUND 

NOTES TO FINANCIAL STATEMENTS 

5. REINSURANCE POLICY COVERAGE 

During the years ended December 31, 2009 and 2008, LMRFA provided reinsurance to LMRMA Public 
LiabiUty Fund with the following limits: 

Item I: $5,000,000 annual aggregate in excess of 65% of eamed normal premium 
Item II: Each and every loss in excess of $100,000 each and every loss 

The Fund and LMRFA represent a cooperative program for group fimding and risk management of public 
liability claims of participating Louisiana municipalities. Although premiums billed to the participants are 
determined on an actuarial basis, ultimate liability for claims remains with the participants. 

Prior to 1993, Louisiana law limited the liability of the mimicipalities to $500,000 per occurrence. During 
1993, the Louisiana Supreme Court revoked this limit. The above "specific reinsurance limits" for the 
Public Liability Fund cover claims up to $500,000. As of November 1, 1995, the statutoiy liability 
increased to $750,000 fiom $500,000. The Fund's coverage remains unchanged. 

The followmg are condensed Statements of Net Assets for LMRFA at December 31: 

2009 2008 

Assets $ 43,110,688 $ 42.982,006 

Liabilities 35.598.756 29.933.750 

Net Assets % 7.511.9.32 ^ 13,048.256 

6. SUBSEOUENT EVENTS 

Management has evaluated events through the date that the financial statements were available to be 
issued, June 8,2010 and determined that there were no events that required disclosure. 
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LOUISIANA MUNigPAL RISK MANAGEMENT AGENCY 
PtlBMC LIABlLrrV FUNP 

SCHEDULE OF TtN-YEAB CLAIMS DEVELOPMENT INFORMATION 
CLAIMS EXPENSE AND RE-ESTIMATED CLAIM ADJUSTMENT EXPENSE 

DECEMBER 31.2609 

The table below ilhistraies the Fund's eamed nonnal pretnium and mvestmcnl income compared to related costs and claims expesse 
(iM of loss ftssutned by teinsuias) iocuned by the Fund as of the end of 2(X)9 Bid as of tiw etid of eac^ 

2009 2008 2007 2006 2005 2004 
(in thousands) 

2003 2002 2001 2O0O 

ENP and iovestment 
income $ 11,711 % 12.125 S 1 1 ^ 5 i 9,491 S 9.067 $ 8,992 $ 8,147 $ 

Operating costs 
unallocated 3,266 3,034 

Estimated incuned 
dums and claims 
expense, end of 
policy year 6.097 5.307 

Paid (ciunulative) 
asof: 
End (rf'policy 
year 787 

Oneyeailaler 
Two years later 
Three years later 
Four years later 
Five years later 
Six years later 
Seven years later 
E ^ t yean later 
Nine years later 

Re-estimated incurred 
claims and daims 
expense: 
End of policy 
year 6,097 

Chie year later 
Two years later 
Three years later 
Four years later 
Five years later 
Six years later 
Seven years later 
Eight jnais later 
Nine years later 

hcrease (decrease) in 
estimated incuned claims 
and expense from 
end of policy 
year - 3.375 

3.189 3.081 3,937 3,90̂ 7 3.791 

4.959 4.833 4.902 6,876 4.542 

7.236 $ 

3.253 

4.686 

6.547 $ 

2,853 

3,753 

6.724 

2,766 

2,999 

954 
3.532 

-
-
-
-
-
-
-
-

92S 
2.323 
4,555 

-
-
-
-
-
-
-

478 
1.253 
2.111 
3.039 

-
-
-
-
-
-

789 
1.941 
3,534 
4,361 
5.027 

. 

. 
-
-

930 
2^41 
3.831 
4.735 
5.544 
5.834 

-
-
-
-

697 
1,826 
2,889 
3,838 
4.271 
4,480 
4,988 

-
-
-

693 
1.496 
2,940 
3.549 
4.000 
4,265 
4,433 
4,562 

-
-

578 
US8 
2.450 
2,827 
3.085 
3,292 
3,416 
3.518 
3.611 

-

499 
1,079 
1,804 
2,357 
2.745 
2.872 
2.657 
2,671 
2,706 
2.707 

5^07 
8.682 

-
-
-
-
-
-
-
-

4.959 
5,706 
7.294 

-
-
-
-
-
-

4.833 
4,272 
4,023 
4.369 

-
-
-
-
-
-

4.902 
5J00 
5.338 
5,570 
5,741 

-
-
-
-
-

6,876 
6.144 
6,069 
5,954 
6,404 
6,360 

-
-
-
-

4,542 
5.151 
4.697 
5.009 
4,939 
4,451 
5.237 

. 
-
-

4,686 
4,245 
4.613 
4,465 
4,478 
4.507 
4.451 
4.720 

-
-

3.753 
3 J12 
3.854 
3.678 
3.548 
3.601 
3,624 
3.686 
3,712 

-

2,999 
3,325 
3,062 
3,114 
3.228 
3.095 
2,855 
2.773 
2,781 
2,755 

2,335 (464) 839 (516) 695 34 (41) (244) 

Sec accompanying independem auditors' report 

- 1 7 -



•BJ^MI Postlethwaite 
M S t t J & Netterville 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLUNCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENTAUDTTINGSTANDARDS 

Officers and Trustees 
Louisiana Municipal Risk Management Agency 

Public Liability Fund 

We have audited the financial statements of Louisiana Municipal Risk Management Agency - Public Liability 
Fund (the Fund), as of and for the year ended December 31,2009» and have issued our report thereon dated June 
8> 2010. We have conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Govemment At^iting Standards, 
issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Fund's internal control over financial reporting as a 
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the Fimd's intemal pontrol over financial 
reporting. Accordingly, we do not express an opinion on the effectiveness of the Fund's intemal control. 

A deficiency in internal control exists wlien the design or operation of a control does not allow management or 
employees, in the nomial course of perfonning their assigned fiinctions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in intemal 
control, such that there is a reasonable possibility that a material misstatement of the Fund's financial statements 
will not be prevented, or detected and corrected in a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph was not designed to identify all deficiencies in intemal control that we consider to be 
material weaknesses, as defined above. 

Financial Reporting Process 
Management typically reports the Fund's interim financial activity essentially on a cash basis. The annual 
audited financial statements include significant adjustments to report the Fund's financial statements on an 
accrual basis in accordance with U.S. generally accepted accounting principles. Pursuant to the year end and 
audit processes, significant adjustments are required to convert the financial statements from the cash method of 
accounting to the accrual method of accounting. 

The nature of insurance programs involves significant risks and uncertamties that we believe should be reported 
and monitored more often than annually. The year-end financial statement process indicated significant adverse 
clauns development and financial losses that should be measured more firequently than once a year. Management 
does monitor various measures not included in the financial statements but reports financial activities and 
fmancial position of the Fund on a cash basis which is not intended to capture important infonnation inherent m 
accmal basis fmancial. 
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As we have rqjorted in prior years, we believe management should implement additional financial reporting 
procedures to provide interim reporting on an accmal basis of accounting as opposed to essentially a cash basis 
of accounting. This can be accomplished by expanding financial processes related to premium recognition as well 
as developing processes for estimating and recording interim clahns loss reserves and related expenses. We 
believe these changes will provide management and the Board with more timely and meanrngfiil financial 
information to monitor the Fund's financial performance and position. 

Loss Reserve Setting and Development 

The Fund has experienced considerable variability in the reserve setting process during recent years which have 
had a significant impact on the Fund's financial statements. This variability has resulted in significant 
underwriting losses which stem from the folbwing intemal control matters: 

• The Fund's administrator implemented a new claims administration system to more efficiently 
administer and adjudicate the Fund's insurance program a couple of years ago. As is often the case 
with system conversions, several sources of data key to estimating and development of reasonable 
and reliable loss reserves liabilities were inconsistent and required extensive analysis. These factors 
contributed to less reliability and more variability in the overall loss reserve estimation process. 

• Our review of setting case reserves for individual claims files indicated significant increases in case 
reserves in recent years. These increases were not isolated to a particular category of claim but 
appear to be pervasive throughout the claims reserving process. Case reserves should always be set 
in amounts reasonably expected to reflect the loss incurred based on assessment of the loss 
information available at the time and provide for inherent uncertainty. 

The Fund's loss data should be continually evaluated to better msure sufficient and reliable information is 
available to estimate loss reserves with reasonable accuracy and consistency. Sufficient industry data and Fund 
specific information should also be regularly evaluated to assist in the development of fair and reasonable loss 
reserves and premium rates to diversify the risks among for the Fund's m^nbership. Management may also want 
to consider having a third-party review of the policies and practices of the claims department to ensure that best 
practices are being adhered widi and stay with current industry trends. 

Reconciliation Processes 

During the p^ormance of our audit process, we noted that certain general ledger and other subsidiaiy ledgers 
were not reconciled, or not reconciled in a timely manner, and adjustments recorded as necessary. Accounting 
tasks such as reconciling and adjusting accounts play a key role in proving ihe accuracy of accounting data and 
ensuring that the check and balances among segregated duties are functioning. Areas we noted these conditions 
included investment accounting, premium receipts, and accounting for other receivables including deductibles. 

We also understand that changes in personnel occurred during the year which may have contributed to these 
conditions. We believe that formalizing accounting policies and procedures manuals could help mitigate these 
types of situations in the fiiture. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more 
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected 
by the entity's internal control. 

Our consideration of the intemal control over financial reporting was for the limited purpose described in the first 
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paragraph of this section and would not necessarily identify all deficiencies in intemal control that might be 
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also 
considered to be material weaknesses. However, we believe diat the significant deficiencies described above are 
not material weaknesses. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Fund's financial statements are fi%e of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Govemment Auditing 
Standards. 

litis report is intended solely for the information and use of management, Louisiana Municipal Risk 
Management Agency - Public Liability Fund, others within the entity, and the Legislative Auditor of the State of 
Louisiana and is not intended to be and should not be used by anyone other Iban these specified partis. Under 
Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document 

Baton Rouge, Ix)uisiana 
June 8,2010 
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LOUISIANA MUNICIPAL ASSOCIAtBON 
a unified voice for municipalities since 1926 

President 
Susan Menard 
Mayor, Cankton 

First Vice President 
Bobby R. Wastiington 

Mayor, Culien 

Second Vice President 
Glenn L Brasseaux 

Mayor, Carencro 

Executive Director 
Tom Ed McKugh 

Daryl G, Purpera 
Legislative Auditor 
P.O. Box 94397 
Baton Rouge, Louisiana 70804-9397 

Dear Sir, 

In the Financial Statements for the Louisiana Municipal Risk Management 
Agency Workers' Compensation Fund, Public Liability Fund, and Reserve Fund, for the 
year ended December 31 2009, our auditors Postlethwaite & Netterville, noted a 
significant deficiency in intemal control over our financial reporting in the Report on 
Intemal Control Over Financial Reporting and on Compliance and Other Matters based 
on an Audit of Financial Statements Performed in Accordance with Government Auditing 
Standards. The deficiencies were described as follows: 
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Financial Reporting Process - The aimual audited financial statements 
include significant adjustments to report the Fimds' financial statements 
on an accrual basis in accordance with U.S. generally accepted accounting 
principals. Management should unplement additional financial reporting 

,, procedures to provide interim reporting on an accrual basis of accounting 
Ckas,opposed to essentially a cash basis of accounting. This can be 
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''reasonable :lô ^̂ ^ rates to diversify the risks among 

'M^cphciliatiofi Process of our audit process, we 
.,npted<that(c^i1a^ geii^S; le<iger';arid;6& subsidiary ledgers were not 
/reconciledi'Or n^ and adjustments recorded 
as necessary :̂Xcc6u^^^ reconciling and adjusting accounts 

7-v/ 

•'< .yi •' ' . ' 

.}'• --:; ;• 700 North 10th street P.O.Bcx4327 Baton Rouge, LA 70821 
' / . • 225.344.5001 800.234.8274 Fax 225.344.3057 www.lma.org 

r; i i-—T', 

QED 

J ; 

• - ^ 

•t 

/ ' • ' • • i l 

1 ^ 

• ' ' • 

,1 , 

V 

* . 1. 

http://www.lma.org


play a key role in proving the accuracy of accounting data and ensuring 
that the check and balances among segregated duties are functioning. 
Areas we noted these conditions included investment accounting, 
premium receipts, and accounting for other receivables including 
deductibles. 

When the audit results were presented to the Board of Directors at the June 16, 
2010, meeting, these deficiencies were noted. 

Financial Reporting Process -The deficiencies as noted will be eliminated by having the 
Chief Financial Officer of the Louisiana Municipal Association make the adjustments to 
the accounts receivable and unearned premium accounts to properly reflect the accrual 
basis of the receivables/unearned premiums as well as related revenue. Reinsurance 
receivables will also be adjusted by the Chief Financial Officer. 

Loss Reserve Setting and Development -The Fund's loss data will be continually 
evaluated to better insure sufficient and reliable information is available to estimate loss 
reserves with reasonable accuracy and consistency. New procedures will be implemented 
for estimating and recording claims loss reserves and related expenses. An additional 
report demonstrating reserve adjustments for all fimd years wdll be provided to the board 
on a quarterly basis. 

Reconciliation Process- In mid 2009, LMA experienced turnover in key accounting 
personnel, and is currently in the process of reorganizing the Accounting Department and 
training new persoimel. This reorganization and addition of accounting staff will ensure 
the implementation of additional procedures to mitigate problems in the future. 
Investment accounts, premium receipts, and deductibles will be reconciled monthly. 
Formalized accounting policies and procedures are also being developed to mitigate these 
problems in the future. 

Very truly yours, 

Tom Ed McHugh 
Executive Director 
Louisiana Municipal Association 
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INDEPENDENT AUDITORS' REPORT 

Officers and Trustees 
Louisiana Municipal Risk Management Agency 

Workers' Compensation Fund 
Baton Rouge, Louisiana 

We have audited &e accompanying statements of net assets of Louisiana Municipal Risk Management 
Agency - Workers' Compensation Fimd (a quasi-public organization) (the Fund) as of December 31, 2009 
and 2008, and the related statements of revenues, expenses and changes m net assets, and cash flows for the 
years then ended. These financial statements are the responsibility of the Fund's management. Our 
responsibility is to express an opinion on these fmancial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and with Govemment Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
fmancial statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
fmancial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the fmancial statements referred to above present fairly, in all material respects, the financial 
position of Louisiana Municipal Risk Management Agency - Workers' Compensation Fund as of December 
31,2009 and 2008, and the results of its operations and its cash flows for the years then ended in conformity 
with accountmg principles generally accepted in the United States of America. 

Management's discussion and analysis on pages 2 through 4 and the schedule of ten-year claims development 
infonnation on page 17 is not a required part of the basic financial statements but are supplementary 
information required by the Govemmental Accounting Standards Board. We have applied certain limited 
procedures which consisted primarily of inquiries of management regsrding the methods of measurement and 
presentation of the supplementary information. However, we did not audit this information and express no 
opinion on it. 

In accordance with Government Auditing Standards, we have also issued our report, dated June 8, 2010, on 
our consideration of the Fund's internal control over financial reporting and our tests of its compliance with 
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of intemal control over financial reporting and compliance and 
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on 
compliance. That report is an integral part of an audit perfonned in accordance with Govemmental Auditing 
Standards and should be considered in assessing the results of our audits. 

Toptm,^jjL ^ f ^ ^ ^ , u 
Baton Rouge, Louisiana 
June 8,2010 
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LOUISmVA MUNICPAL RISK MANAGEMENT AGENCY - WORKERS' COMPENSATION FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

The Management's Discussion and Analysis of the Louisiana Municipal Risk Management Agency -
Workers* Compensation Fund's (the Fund) financial performance presents a narrative overview and analysis 
of the Fund's financial activities for the years ended December 31, 2009 and 2008. This document focuses 
on the current year's activities, resulting changes, and currently known facts in comparison with the prior 
year's information. We encourage readers to consider the information presented here in conjunction with the 
Fund's financial statements, which follow this section. 

Financial Highlights 

• The assets of the Fund exceeded its liabilities at December 31, 2009 by $30,030,255 compared to 
$28,044,077 as of December 31,2008, which is a 7% increase over the previous year. 

• At December 31, 2009, the Fund's assets totaled $45,415,018, which consisted primarily of investment 
securities prhnarily composed of direct and indirect investments in U.S. Govemment debt obligations 
and receivables. At December 31, 2008 the Fund's assets totaled $42,331,365 and were comprised of 
similar ̂ ^ s of assets. 

• The Fund reported gross earned premiums of $10,301,080 and $7,858,889 during the years ended 
December 31, 2009 and 2008, respectively, and an increase m net assets of $1,986,178 and $208,610 
during the years ended December 31,2009 and 2008, respectively. 

• At the end of the current fiscal year, the Fund's net assets totaled $30,030,255 or 1.95 times the Fund's 
liabilities. The Funds premiums eamed during 2009 were approximately 34% of its net assets at 
December 31,2009. 

Overview of the Financial Statements 

This financial report consists of Management's Discussion and Analysis and the basic financial statements. 
The basic financial statements also include notes to the basic fmancial statements, which explain some of the 
information in the basic financial statements in more detail. 

The basic fmancial statements of the Fund report information about the Fund using accounting methods 
similar to those used by private sector. The Statements of Net Assets include all of the Fund's assets and 
liabilities and provides mformation about the nature and amounts of investments m resources (assets) and the 
obligations to the Fund's members and creditors (liabilities)..It also provides the basis for computing rate of 
return, evaluating the capital stmcture of the Fund and assessmg the liquidity and financial flexibility of the 
Fund. All of the year's revenues and expenses are accounted for in the Statements of Revenues, Expenses 
and Changes in Net Assets. These statements measure the success of the Fund's operations over the year and 
can be used to determine whether the Fund has successfully recovered all its costs through its premiums and 
investment income, profitability and credit worthiness. The fmal required basic financial statement is the 
Statement of Cash Flows. The primaiy purpose of these statements is to provide mformation about the 
Fund's cash receipts and cash payments throughout the year. These statements report cash receipts, cash 
payments and net changes in cash resultmg from operations, mvesting, and financing activities. 
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LOUISIANA MUNICPAL RISK MANAGEMENT AGENCY - WORKERS' COMPENSATION FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

Overview of the Financial Statements (continued) 

The preparation of these basic financial statements requires the utilization of significant estimates. Changes 
in estimates as well as the differences in actual results and estimated amounts will be included in the 
Statement ofRevenues, Expenses and Changes in Net Assets as these cncumstances become known. 

Financial Analysis of the Fund 

The Statements of Net Assets and the Statements of Revenues, Expenses and Changes in Net Assets report 
infonnation m a way that the reader can determine if the Fund is m a better financial position as a result of 
the year's activities. ITiese statements report the Net Assets of the Fund and changes in them. Net Assets 
(difference between assets and liabilities) can be used to measure financial health or financial position. Over 
time, increases and decreases in the Fund's Net Assets are one indicator as to whether its fmancial health is 
improving or deteriorating. There are other non-financial factors to consider, such as changes in economic 
conditions, healthcare costs, judicial environment, and new or changed goverrmient legislation. 

Condensed Statements of Net Assets at December 31,: 

2009 2008 

Total assets $ 45,415,018 $ 42,331,365 

Total liabilities 15.384.763 14.287.288 

Net assets $ 30.030.255 !K 28.044.077 

All of the Fund's assets can be used for any lawfiil purpose consistent with the policies and guidelines 
established by the Board of the Fund. Total assets increased approximately 7% and consist primarily of U.S. 
Govemment investments and securities. Total liabilities increased approxunately 7% mainly due to increases 
in unpaid claims liabilities. Net assets increased approximately 10% from the prior year. 

Condensed Statements ofRevenues and Expenses and Changes in Net Assets 
for the Years Ended December 31,: 

200? 

Operating revenues $ 10,301,080 

Operating expenses 9.179.956 

Operating income (loss) 1,121,124 

Non-operating income 865.054 

Change in net assets 

- 3 -
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7,858,889 
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LOUISLJNA MUNICPAL RISK MANAGEMENT AGENCY - WORKERS' COMPENSATION FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDirED) 

Financial Analysis of the Fund (continued) 

Premium revenues increased $2,442,191 or 31% due primarily to annual wage rate as well as premium 
increases with participating municipalities as well as the addition of a large municipality to the fund in the 
current year that was previously self-insured. Investment income decreased in the current year as a result of 
unfavorable changes in the estimated fair value of the investment portfolio. During the year ended December 
31, 2008, the Fund reported premium income of $7,858,889 and non-operating investment income of 
$3,278,930. Investment income in 2008 largely due to favorable changes in estimated fair values of the 
mvestment portfolio. Durmg 2009, the Fund reported total expenses of $9,179,956, which consisted primarily 
of claims, administrative and service agent fees and excess insurance premiums. Total expenses decreased 
$1,749,253 or 16% compared to the prior year due primarily decreases in both paid and incurred claims 
compared to 2008. 

The Fund's increase m net assets durmg 2009 was $1,986,178, which was greater than the prior year as a 
result of an increase in premium revenue and decrease in claims expense being offset by decrease in 
investment income. See Statements of Revenues, Expenses and Changes in Net Assets on page 6 of this 
report. 

Financial Outlook 

The Fund anticipates a modest increase in membership during the next fiscal year. However, total premiums 
earned are not expected to increase significantly. Management emphasizes that the Fund's expenses are 
greatiy impacted by claims losses and clauns related expenses which are mfluenced by factors beyond 
management's control, including the rate of medical inflation, judicial mlings, and legislative changes. 

Requests for Information 

This financial report is designed to provide our members, investors, and creditors with a general overview of 
the Fund's finances, as well as demonstrate accountability for fimds the Fund receives. Questions concemmg 
any of the information provided in this report or requests for additional infonnation should be addressed to 
the Louisiana Municipal Risk Management Agency - Workers' Compensation Fund, P.O. Box 4327, Baton 
Rouge, Louisiana 70821 or 225-344-5001. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

STATEMENTS OF NET ASSETS 
DECEMBER 31.2009 AND 2008 

ASSETS 

2009 2008 

Investments (note 4) 
Accounts receivable, net 
Reinsurance receivable (note 3) 
Accmed interest receivable 

Total assets 

40,398,221 
3,638,655 
1,094,428 

283,714 

$ 38,985,568 
2,711,156 

282,123 
352,518 

$ 45,415.018 $ 42,331,365 

LIABILITIES AND NET ASSETS 

Liabilities: 
Unpaid claims liability (note 3) 
Unearned premiums 
Due to affiliates - (note 2) 
Accounts payable and accmed expenses 

10,919,000 
762,982 

1,531,133 
2,171,648 

$ 10,785,000 
896,024 
732,954 

1,873,310 

Net assets 

15,384,763 

30,030,255 

14.287,288 

28,044,077 

$ 45,415.018 $ 42,331,365 

The accompanying notes are an mtegral part of these financial statements. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

STATEMENTS OF REVENUES. EXPENSES AND CHANGES IN NET ASSETS 
YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

OPERATING REVENUES 
Premiums eamed 

Total operating revenues 

OPERATING EXPENSES 
Claims expense (note 3) 
Administrative fees (note 2) 
Service agent fees (note 2) 
Reinsurance premiums (note 2) 
Second Injury Fund assessment 
Office of Workers' Compensation assessment 
Bad debt 
Other 

Total operating expenses 

OPERATING INCOME (LOSS) 

NON-OPERATING INCOME 
Investment income, net (note 4) 

CHANGE IN NET ASSETS 

$ 10,301,080 $ 7,858.889 
10,301.080 

4,723,076 

1,121,124 

865,054 

7,858,889 

7,534,279 
959.972 

829.067 
1,745,404 
677,117 

115,011 
58,282 

72,027 

9.179,956 

899,268 

752,449 
660,687 
780,318 
232.284 

-
69,924 

10.929,209 

1,986,178 

(3,070,320) 

3,278,930 

208,610 

NET ASSETS - BEGINNING OF YEAR 

NET ASSETS - END OF YEAR 

28,044,077 27.835,467 

$ 30.030,255 $ 28,044,077 

The accompanying notes are an mtegral part of these financial statements. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

Cash flows from operating activities: 
Operating income (loss) 
Adjustments to reconcile operating income (loss) to 

net cash used in operations: 
Change in receivables and reinsurance receivable 
Change m impaid claims liability 
Change in accounts payable, accmed expenses, 

unearned premiums and due to affiliates 

Net cash provided by (used in) operating activities 

Cash flows from investing activities: 
Investment income received 
Purchases of investments 
Proceeds from sales and maturities of investments 

Net cash provided by (used in) investing activities 

Net change in cash 

Cash, beginning of year 

Cash, end of year 

$ 1,121,124 $ (3,070,320) 

(1,739,804) 
134,000 

963.475 

478,795 

(478,795) 

(223,749) 
2,411,000 

478,237 

(404,832) 

1,700,040 1,715,421 
(43,211,710) (9,015,853) 
41.032.875 7.705,264 

404,832 

The accompanying notes are an integral part of these financial statements. 
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LOUISUNA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES 

(a) Background and Financial Statement Presentation 

Louisiana Municipal Risk Management Agency (LMRMA) was formed imder Louisiana Act No. 
462 of 1979 to provide a program of workers' compensation, accident and health, and public 
liability coverage for its member organizations. In accordance with Revised Statutes 33:1341-1350, 
all local govemment subdivisions m the state of Louisiana are eligible to participate. The LMRMA-
Workers' Compensation Fund's (the Fund) general objectives are to formulate, develop, and 
administer, on behalf of the member local govemmental subdivisions, a program of interlocal risk 
management, to obtain lower costs for that coverage, and to develop a comprehensive loss control 
program. Local govemmental subdivisions jouiing the Fund must be members of the Louisiana 
Municipal Association; a member may withdraw from the Fund by givmg proper notice. Fund 
underwriting and rate-settiog policies have been established by the Board of the Fund, after 
consultation with actuaries. If die assets of the Fund were to be exhausted, members would only be 
responsible for their respective outstanding claims. As of December 31, 2009 and 2008, there were 
212 and 210 participating municipalities, respectively. 

Louisiana Municipal Association (LMA) is an association for the municipalities of Louisiana and is 
incorporated as a nonprofit corporation under the laws of the State of Louisiana. LMA acts as the 
administrator for LMRMA. 

Risk Management, Inc. (RMI) is a third-party service agent primarily for LMRMA insurance funds. 
RMI, a Louisiana Corporation, is a wholly-owned subsidiaiy of LMA. 

Louisiana Municipal Reserve Fund Agency (LMRFA) was formed under Louisiana Revised Statutes 
33:1349(e). LMRFA consists of interlocal risk management agencies pooling excess funds to 
provide reinsurance. Admmistration of LMRFA is vested in the Executive Board of LMA. 
LMRFA reinsures the LMRMA Workers' Compensation Fund. 

The various LMRMA and LMRFA Funds, LMA and RMI are all affiliated through common 
membership and management control. Although all of these entities are related parties, their various 
net assets are available only to each individual entity for its operations. For this reason, each entity 
is presented as a separate "stand alone" entity in accordance with the Govermnental Accounting 
Standards Board (GASB) Statement No. 10 and GASB Statement No. 14. 
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LOUISUNA MUNICEPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

(b) Basis of Accounting 

The Fund is considered an enteiprise fund and, accordingly, uses the accrual method of accounting 
and the flow of economic resources measurement focus. Under the accrual basis of accoimtmg, 
revenues are recognized in the accounting period in which they are eamed and expenses are 
recognized in the period incuned. The Fund applies all applicable Financial Accounting Standards 
Board (FASB) pronouncements issued on or before November 30, 1989 in accountmg for its 
operations unless those pronouncements conflict vnUi or contradict GASB pronouncements, in 
which case, GASB prevails. 

Since the business of the Fund is essentially that of an insurance company having a business cycle 
greater than one year, the statements of net assets are not presented in a classified format 

(c) Investments 

Investments are reported at estimated fair value except for short-tenn and money market 
mvestments, consisting primarily of U.S. Treasury obligations with a maturity of one year or less at 
time of purchase, which are reported at cost. Fair value is based on the last reported sales price if 
available; if not available, fair value is based on estimated fair value. Realized gains and losses and 
changes m unrealized gains and losses on investments recorded at fan value are included in 
investment mcome. Investments mclude money market accounts, repurchase agreements and U.S. 
Govemment Agency and Treasury obligations. 

(i9 Premium Income and Accoimts Receivable 

Premiums are recognized as income over the life of the policies as they become eamed. Any 
adjustments to annual premiums are considered to be a change in estimate and are recognized in the 
year they become known. Acquisition costs associated with new and renewal contracts are 
immaterial to the financial statements and are expensed when incurred. 

The Fund considers accounts receivable to be fiilly collectible; accordingly, no allowance for 
doubtful accounts has been established. If accounts become uncollectible, they will be charged to 
operations when that determination is made. Collections on accounts previously written off are 
included in other income when received. 

(e) Operating/Non-Operating Revenue and Expenses 

Operating revenues consist of member premiums as these revenues are generated from the Fund's 
operations and are needed to cany out its statutory purpose. All expenses incuned for that purpose 
are classified as operating expenses. Investment income and other revenues and e?q)enses which are 
ancillary to the Fimd's statutory purpose are classified as non-operating. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POUCIES (continued) 

(f) Unpaid Claims Liability 

The Fund provides workers' compensation coverage to members for claims incuned during the 
policy period regardless of when the claims are reported to the Fund. The Fund establishes claims 
liabilities based on estimates of the ultunate cost of claims (including future claim adjustment 
expenses) that have been reported but not settled and of claims that have been incurred but not 
reported. The length of time for which such costs must be esthnated varies depending on the 
coverage involved. Estimated amounts of reinsurance recoverable on unpaid claims are deducted 
from the liability for unpaid claims. Because actual claims costs depend on such complex factors as 
inflatiotk, changes in doctrines of legal liabiUty, and damage awards, the process used in computing 
claims liability does not necessarily result m an exact amount. Claims liabilities are recomputed 
periodically using a variety of actuarial and statistical techniques to produce current estimates that 
reflect recent settlements, clEums frequency, and other economic and social factors. A provision for 
inflation in the calculation of estimated fiiture claims costs is implicit in the calculation because 
reliance is placed both on actual historical data that reflects past inflation and on other factors that 
are considered to be appropriate modifiers of past experience. 

Adjustments to claims liabilities are charged or credited to claims expense in the periods in which 
they are made. The carrying amount of liabilities for claims losses and clauns expense are presented 
at present value in the financial statements. 

(g) Statements of Cash Flows 

For the purposes of the statements of cash flows, cash includes cash in demand deposit accounts 
with banks. Because money markets and repurchase Elements are usually purchased with 
maturities of 90 days or more, they are classified as investments. 

(h) Excess Reinsurance 

The Fund uses excess reinsurance agreements to reduce its exposure to large losses on insured 
events. Reinsurance permits recovery of a portion of losses from reinsurers, although it does not 
discharge the primaiy liability of the Fund as the durect insurer of the insured risks. The Fund does 
not report reinsured risks as liabilities unless it is probable that those risks will not be covered by 
reinsurers. 

(i) Income Taxes 

The Fund is exempt from federal income taxes under Sections 7701 and 115(1) of the Intemal 
Revenue Code. 

0) Insurance Related Assessments 

The Fund is subject to assessments made by the Louisiana Second Injury Fund and the Office of 
Workers' Compensation based on benefits paid each year. The Fund recognizes these assessments 
as expense when related claim benefits are incuned rather than paid. Changes in accruals for 
msurance related assessments are adjusted in the year assessment rate changes and claims estimates 
are made. 
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LOUISUNA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POUCIES (continued) 

(k) Use of Estimates 

Management of the Fund has made a number of estimates and assumptions relating to the reporting 
of assets and liabilities to prepare these financial statements in conformity with accounting 
principles generally accepted in the United States of America. Actual results could differ fixsm those 
estimates and assumptions. For example, significant estimates and assumptions are used in 
estimating its insurance liabilities, fair values of investments and accruals. If fiiture experience 
differs materially for these estimates and assumptions, the fmancial statements could be affected. 

(I) Reclassifications 

Certain items in the 2008 financial statements have been reclassified to be comparative to the 2009 
presentation. 

2. RELATED PARTY TRANSACTIONS 

LMA, RMI and LMRFA provide services related to the self-insurance funds operated for the benefit of 
Louisiana municipalities. The fees are based on eamed normal premiums (ENP) for the years ended 
December 31, 2009 and 2008. The respective percentages of the respective eamed nonnal premiums are 
as follows: 

2009 
Expenses (and current fee stmcture): 

Administrative fees - LMA 
(11.00% of ENP; 12.25% of ENP) $ 959,972 

Service agent fees - RMI 
(9.5% of ENP; 10.25% of ENP) $ 829,067 

Reinsurance - LMRFA 
(20.00% of ENP; 9.00% of ENP) $ 1,745,404 

Reinsurance recoveries from LMRFA $ 1,994,231 

I>ue to affiliates: 
LMA $ 365.972 $ 599,268 
RMI 142,017 72.999 
LMRFA 1,115,404 60,687 
LMRMA Public Liability Fund ( 92,260) - _ 

$ 

$ 

$ 

$ 

2008 

899,268 

752,449 

660,687 

133,217 

$ _ 1,531,133 $ 732,954 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

3. CLAIMS EXPENSE AND UNPAID CLAIMS UABILTTY 

The following represents changes m tiie Fund's aggregate unpaid claims liabilities for the years ended 
December 31.2009 and 2008: 

2009 2008 

Liability for unpaid losses at beginning of year, gross 
Less: reinsurance recoverables 
Liability for unpaid losses at beginning of year, net 

Net incurred related to: 
Cunent year 
Prior years 
Total incurred 

Net paid related to: 
Ciurent year 
Prior years 
Total paid 

Liability for unpaid losses at end of year, gross 
Less: remsurance recoverables 
Liability for unpaid losses at end of year, net 

In addition to the unpaid claims covered by the reinsurers, there are $1,094,428 and $282,123 of paid 
claims which are recoverable from the reinsurer at December 31,2009 and 2008, respectively. 

During 2009 and 2008, the Fund experienced overall unfavorable development on unpaid claims liabilities 
established in prior years. In establishing claims liability reserves^ man^ement considers facts currentiy 
known, historical claims information, industry average loss data, and the present state of laws and 
coverage. However, the process of establishing loss reserves is a complex and imprecise science that 
reflects significant judgmental factors. Management believes that the aggregate loss reserves at December 
31, 2009 are adequate to cover claims for losses that have occurred. Management can give no assurance 
that the ultimate claims incurred through December 31, 2009 will not vary from the above estimates, and 
such differences could be significant. 

The Fund's claims payable have been discounted for December 31, 2009 and 2008, based on the Fund's 
anticipated payout patterns and a discount rate assumption of 5% which management expects to 
approximate the interest earnings over the payout period. The effect of the reserve discounts was 
$1,753,000 and $1,504,000 at December 31,2009 and 2008, respectively. 

The Fund is also subject to assessments by the Louisiana Second Injury Fund and Office of Workers 
Compensation each year based on the amount of assessable benefits paid each year. The Fund includes in 
accmed expenses estimated UabiUties to be paid for assessable benefits paid and estimated to be paid in 
fiiture periods. 
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$ 23,039 
12.254 
10.785 

4,004 
719 

4.723 

876 
3.713 
4.589 

27,946 
17.027 

S 10.919 
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$ 

$ 
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8.374 

4359 
3,175 
7.534 

909 
4.214 
5.123 
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LOUISUNA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCUL STATEMENTS 

4. DEPOSrrS AND INVESTMENTS 

The Fund must comply with Rule Number 4 of the Commissioner of Insurance, State of Louisiana. 
According to Rule Number 4, all deposits in fmancial institutions shall be limited to instiuitions in 
Louisiana unless a higher rate can be obtained in an out-of-state institution. Deposits m fmancial 
mstitutions may exceed the federally insured amount ui any one fmancial mstitution, as long as the 
amount is not in excess of the greater of $500,000 or 5% of the combination of surplus, undivided profits 
and reserves as cunently reported by the financial institution. In regard to deposits and investments, the 
Fund was in compliance with these revised provisions during the years ended December 31, 2009 and 
2008. 

Under Rule Number 4 of the Commissioner of Insurance, State of Louisiana, the Fund may invest any 
surplus monies in obligations of the U.S. Government and its agencies, as well as financial institutions. 
Included in investments are money market accounts and repurchase agreements. The Fund's policy is to 
wire-transfer cash as needed from investments to st^)port disbursements. Consequentiy, a zero cash 
balance is maintained. 

Statement Number 40 of the Govemmental Accounting Standards Board (GASB Statement No. 40), 
Deposits and Investment Risk Disclosures established and modified disclosure requirements related to 
investment risk. This section describes the various types of investment risk and the Funds exposure to 
each type. 

The following table presents the estimated fair value and amortized cost of investments permissible under 
the rales, objectives and guidelines of the Fund as of December 31,2009 and 2008: 

2009 2008 
Investment Tvpe 

U.S. Treasury bonds and notes 
U.S. Govemment mortgage 

Estunated 
Fair Value 

$ 2,210,153 

Amortized 
Cost 

$ 2,147,868 

Estimated 
Fair Value 

$ 19,578,251 

Amortized 
Cost 

$ 17,863,622 

backed securities 12,944,474 12,448,872 12,281,888 11,814,080 

U.S. Agency debt obligations 21,953,559 21,746,732 3,302,394 3,067,054 

U.S. Government Guaranteed 
obligations 460,221 449,775 

Money market fimds 2.829.814 2.829.814 3.823.035 3.823.035 

TOTAL $40.398,221 $ 39.623 061 $ 38.985.568 $ 36.567791 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCUL STATEMENTS 

4. DEPOSrrS AND INVESTMENTS (continued) 

Custodial Credit Risk 

Custodial credit risk for mvestments is the risk that, in the event of the failure of the counterparty to a 
transaction, the Fund will not be able to recover the value of investment or collateral securities that are in 
the possession of an outside party. Exposure to custodial credit risk arises when securities are uninsured, 
or are not registered in the name of the Fund, and are held by either the counterparty or the counterparty's 
tmst department or agent, but not in the Fund's name. 

The Fund's investments m govemment debt obligations are uninsured on the performance of the custodian 
and are exposed to custodial credit risk because they are held l^ a counterparty. Investments in extemal 
investment pools, mutual funds, and other pooled investments are not exposed to custodial credit risk 
because of tiieir natural diversification and the diversification required by the Securities and Exchange 
Commission. 

Credit Risk 

Credit risk is defmed as the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. Nationally recognized standardized rating systems are a tool with which to assess credit risk 
on debt obligations. U.S. Govemment debt securities are not required to be rated. 

The following table is provided for use in assessing the Funds exposure to credit risk as of December 31, 
2009 and 2008: 

Estimated 
Fair Value 

2009 

Estimated 
Fair Value 

2008 Standard and Poor's Rating 

Money market funds 
U.S. Govemment securities and 

U.S. Treasury securities -
Not rated 
Rated AAA 

Total 

Concentration of credit risk relates to the risk of loss attributed to the magnitude of the Fund's investment 
ui a single issuer. The Fund has no investments in any one issuer that represented 5% or more of total 
mvestments, other than the U.S. Govemment. 

$ 2,829,814 

12,944,829 
24.623.578 

$ 40.398.221 

$ 3,823,035 

11,080,053 
24.082.480 

S 38.985.568 
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LOUISUNA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCUL STATEMENTS 

4. DEPOSITS AND INVESTMENTS (continued) 

Interest Rate Risk 

Interest rate risk is defined as the risk that changes m overall market interest rates will adversely affect the 
fair value of an investment The risk is applicable to debt investments with fair values that are sensitive to 
changes in interest rates. One indicator of the measure of interest rate risk is the dispersion of maturity 
dates for debt instruments. The following table shows the Fund's fixed mcome investments and maturities 
in actively-managed accoimts at December 31,2009: 

INVESTMENT MATURTTIES (in years) 

INVESTMENT 
TYPE 

U.S. Treasury bonds 
and notes 
U.S. Govemment 
mortgage backed 
U.S. agency debt 
obligations 

Corporate obligations 

Money market fimds 

TOTAL 

Estimated 
Fair Value 

$ 2,210,153 

12,944,474 

21,953,559 

460,221 

2.829.814 

$40,398,221 

Less than 1 

$ 728.242 

2.829.814 

$ 3.558.0.56 

1-5 

$ 1,481,911 

891.579 

11,891,198 

460,221 

$14,724,909 

5-10 

$ 

5,303,857 

10,062,361 

$15,366,218 

Greater 
than 
10 

$ 

6,749,038 

$ 6.749.038 

Mortgage-backed securities are mcluded in the above table based upon their contractual terms. These 
types of securities typically experience repayments over a shorter term. 

Investment income for the years ended December 31,2009 and 2008 consists of the followmg: 

2009 2008 

Interest income 
Realized gains (losses), net 
Unrealized gains (losses) arising 

during the year 

1,419,253 $ 
313,259 ( 

867.458) _ 

1,570.389 
48,523) 

1.757.064 

A65.QS4 $ 3.278930 
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LOUISUNA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

5. REINSURANCE POLICY COVERAGE 

During the years ended December 31, 2009 and 2008, LMRFA provided excess reinsurance to the Fund 
with the following limits: 

Item I: $2,000,000 annual aggregate m excess of 80% of eamed normal premium 
Item 11: $2,000,000 each and every loss in excess of $ 175,000 each and every loss 

The Fund and LMRFA represent a cooperative program for group fiindmg and risk management of public 
liability, workers' compensation and accident and health claims of participating Louisiana municipalities. 
Although premiums billed to the participants are determined on an actuarial basis, ultimate liability for 
claim obligations remains with the participants. 

The following are condensed Statements of Net Assets for LMRFA at December 31,2009 and 2008. 

2009 2008 

Assets $ 43,110,688 $ 42,982,006 

Liabilities 35.598.756 29.933.750 

Net assets ^ 7.511.932 $ 13.048.256 

6. SUBSEOUENT EVENTS 

Management has evaluated events through the date that the financial statements were available to be 
issued, June 8,2010 and determined that there were no events that required disclosure. 
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LOUISIANA MUNICIPAL RISK MANAGEMENT AGENCY 
WORKERS' COMP)gNSATIQNFUND 

SCHEOULE OF TEN-YEAR CLAHifg DEVELOPMENT INFORMATION 
CLAIMS FAPENSE AND RE-ESTIMATED CLAIM ADJUSTMENT EXPENSE 

DECEMBER 31.2009 

The table below illustrates the Fund's eamed nmnal premium and investment income compared to related costs and claims 
expense incurred by the Fund as of the end of 2009 and as of the end of each of the last nine years. 

2009 2008 2007 2006 

ENP and invest­
ment income 

Operating costs, 
unallocated 

Estimated incurred 
claims and expense, 
end of policy year 

Paid (cumulative} as of: 
End of policy year 
One year later 
Two years later 
Three years later 
Four years later 
Five years later 
Six years later 
Seven years later 
E i ^ years later 
Nme years later 

Re-esthnated incurred 
claims and claims 
expense: 

Bid of policy year 
One year later 
Two years later 
Three years later 
Four years later 
Five years later 
Six v îTs later 
Seven years later 
Eight years later 
Nine years later 

Increase (decrease) in 
estimated incurred 
claims and expense 
from end of policy 
year 

200S 2004 
^liTthousands) 

2003 2002 2001 2000 

S 11,166 S 1M38 S 10,101 $ 8,429 $ 7,160 $ 6,059 $ S,S90 $ 

3.395 2,951 2,473 1,987 1.963 2.347 3.431 

4.429 

876 

4,824 

909 
2.164 

4,712 

1,172 
2.758 
3,481 

3,577 

953 
2,186 
2,992 
3,527 

3.898 

964 
2,061 
2,696 
3,290 
3.749 

4,032 

1,051 
2;Z40 
2.685 
3,188 
3,731 
3,937 

3,589 

1.076 
2,074 
2,502 
2,845 
2,909 
3,167 
3,246 

4,429 4,824 4.712 
4.938 5,334 

5,915 

3,577 
3.967 
4305 
4,961 

3,898 
3,746 
3.934 
4,487 
4.827 

4,032 
4.266 
3.994 
4.130 
5,058 
4,707 

3.589 
3.781 
3.556 
3.690 
3,565 
3.811 
3.762 

6.811 $ 

1.693 

2,146 

643 
1,533 
2,195 
2,731 
2.881 
3,171 
3.450 
3,615 

2,146 
2^54 
3.049 
3310 
3^48 
3,481 
3.896 
4.000 

114 1,203 1.384 929 675 173 1,854 

5,566 S 

1.452 

1.700 

499 
1,093 
1,358 
1,480 
1.530 
1,638 
1,689 
1.774 
1,813 

1,700 
1.760 
1,874 
1,933 
1,876 
1.871 
1,892 
2,000 
1.973 

273 

5,801 

1.445 

2,184 

716 
1,475 
1,965 
2,089 
2,281 
2366 
2,441 
2,612 
3.023 
3,150 

2,184 
2,821 
2.606 
2,600 
2.746 
2,668 
2,659 
3,047 
3,174 
3386 

1,202 

See accompanying independent auditors' report 
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REPORT ON INTERNAL CONTROL OVER FINANCUL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Officers and Trustees 
Louisiana Municipal Risk Management Agency 

Workers' Compensation Fund 

We have audited the financial statements of Louisiana Mimicipal Risk Management Agency - Workers' 
Compensation Fund (the Fimd)> as of and for the year ended December 31, 2009> and have issued our report 
thereon dated June S, 2010. We have conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to ^lancial audits contained in 
Govemment Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Fundus intemal control over financial reporting as a 
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the Fund's internal control over financiai 
reporting. Accordingly, we do not express an opinion on the effectiveness of the Fund's intemal control. 

A deficiency in interned control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, m intemal 
control, such that there is a reasonable possibility that a material misstatement of the Fund's financial statements 
will not be prevented, or detected and corrected in a timely basis. 

Our consideration of intemal control over financial reporting was for the limited purpose described in the 
preceding paragraph was not designed to identify all deficiencies in intemal control that we consider to be 
material weaknesses, as defined above. 

Financial Reporting Process 
Management typically reports the Fund's interim financial activity essentially on a cash basis. The annual 
audited financial statements include significant adjustments to report the Fund's financial statements on an 
accrual basis in accordance with U.S. generally accepted accounting principles. Pursuant to the year end and 
audit processes, significant adjustments are required to convert the financial statements fi-om the cash method of 
accounting to the accrual method of accounting. 

The native of insurance programs involves significant risks and uncertainties that we believe should be reported 
and monitored more often than annually. The year-end financial statement process indicated significant adverse 
claims development and financial losses that should be measured more fiiequently than once a year. Management 
does monitor various measures not included in the financial statements but reports financial activities and 
financial position of the Fund on a cash basis which is not intended to capture unportant information inherent m 
accrual basis financial. 
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As we have reported in prior years, we believe management should implement additional financiai reporting 
procedures to provide interim reporting on an accrual basis of accounting as opposed to essentially a cash basis 
of accounting. This can be accomplished by expanding financial processes related to premium recognition as well 
as developing processes for estimating and recording interim claims loss reserves and related expenses. We 
believe these changes will provide management and the Board with more timely and meaningful financial 
information to monitor the Fund's financial performance and position. 

Loss Reserve Setting and Development 

The Fund has experienced considerable variability in the reserve setting process durmg recent years which have 
had a significant impact on &e Fund's financial statements. This variability has resulted in significant 
underwriting losses which stem fi^om the following intemal control matters: 

• The Fund's administrator implemented a new claims administration system to more efficiently 
administer and adjudicate the Fund's insurance program a couple of years ago. As is often the case 
with ^stem conversions, several sources of data key to estimating and development of reasonable 
and reliable loss reserves liabilities were inconsistent and required extensive analysis. These factors 
contributed to less reliability and more variability in the overall loss reserve estimation process. 

• Our review of setting case reserves for individual claims files indicated significant increases in case 
reserves in recent years. These increases were not isolated to a particular category of claim but 
appear to be pervasive throughout the claims reservmg process. Case reserves should always be set 
in amoimts reasonably expected to reflect the loss incurred based on assessment of the loss 
information available at the time and provide for inherent uncertainty. 

The Fimd's loss data should be continually evaluated to better insure sufficient and reliable information is 
available to estimate loss reserves with reasonable accuracy and consistency. Sufficient industry data and Fund 
specific information should also be regularly evaluated to assist in the development of fair and reasonable loss 
reserves and premium rates to diversify the risks among for the Fund's membership. Management may also want 
to consider having a third-party review of the policies and practices of the claims department to ensure that best 
practices are being adhered wi^ and stay with current industry trends. 

Reconciliation Processes 

During the performance of our audit process, we noted that certain general ledger and other subsidiary ledgers 
were not reconciled, or not reconciled in a timely manner, and adjustments recorded as necessary. Accounting 
tasks such as reconciling and adjusting accounts play a key role in proving the accuracy of accounting data and 
ensuring that the check and balances among segregated duties are fiinctioning. Areas we noted these conditions 
included investment accounting, premium receipts, and accounting for other receivables including deductibles. 

We also understand that changes in persoimel occurred during the year which may have contributed to these 
conditions. We believe that formalizing accounting policies and procedures manuals could help mitigate these 
types of situations in the future. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more 
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected 
by the entity's intemal control. 
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Our consideration of the intemal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in intemal control that might be 
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also 
considered to be material weaknesses. However, we believe that the significant deficiencies described above are 
not material weaknesses. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Fund's financial statements are free of material 
misstatement, we performed tests of its conipliance with certain provisions of laws, regulations, contracts and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Govemment Auditing 
Standards. 

This report is intended solely for the information and use of management, Louisiana Municipal Risk 
Management Agency - Workers' Compensation Fund, others within the entity, and the Legislative Auditor of the 
State of Louisiana and is not intended to be and should not be used by anyone other than these specified parties. 
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public 
document 

bton Rouge, Louisiana 
June 8,2010 
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LOUSSIANA MUNICIPAL ASSOCIATION 
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President 
Susan Menard 
Mayor, Cankton 

First Vice President 
Bobby R. Washington 

Mayor, Culien 

Second Vice President 
GEenn L Brasseaux 

Mayor, Carencro 

Executive Director 
Tom Ed McHugh 

Daryl G, Purpera 
Legislative Auditor 
P.O. Box 94397 
Baton Rouge, Louisiana 70804-9397 

Dear Sir, 

In the Financial Statements for the Louisiana Municipal Risk Management 
Agency Workers' Compensation Fund, Public Liability Fund, and Reserve Fund, for the 
year ended December 31 2009, our auditors Postlethwaite & Netterville, noted a 
significant deficiency in intemal control over our financial reporting in the Report on 
Intemal Control Over Financial Reporting and on Compliance and Other Matters based 
on an Audit of Financial Statements Performed in Accordance vnth Government Auditing 
Standards. The deficiencies were described as follows: 

Financial Reporting Process - The annual audited financial statements 
include significant adjustments to report the Ftmds' financial statements 
on an accrual basis in accordance with U.S. generally accepted accounting 

;̂. principals. Management should implement additional financial reporting 
, ;.•'' .;j-v;;,.procedures to provide interim reporting on an accrual basis of accounting 

_.,0 '̂ :̂pfif;f̂ as Opposed to essentially a cash basis of accounting. This can be 

.- i".,. 

h^^K , 

•' i^^f^fi}^i]x^(ff^\oss reserves and related expenses. 

-̂; .;S^:^):pJ^oss'^serye Setting and Development - The Fund's loss data should be 
_:;J;|ip|^\^(^ti^^ to better insure sufficient and reliable information is 
:'^^{^'r^'-!iW^^^'^^P estimate loss reserves with reasonable accuracy and 

:.4.:i?:Jl|̂ iJ^^ of our audit process, we 
""'•'•' .4^te(ijtbat;cei1ain,gerie^ ledgers were not 

jvrpconciled, of hot recphcU^ and adjustments recorded 
' :,as:riecessary:':Accouri'̂ ^ and adjusting "̂ '̂ '̂ ^̂ t̂" accounts 
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play a key role in proving the accuracy of accounting data and ensuring 
that the check and balances among segregated duties are functioning. 
Areas we noted these conditions included investment accounting, 
premium receipts, and accounting for other receivables including 
deductibles. 

When the audit results were presented to the Board of Directors at the June 16, 
2010, meeting, these deficiencies were noted. 

Financial Reporting Process -The deficiencies as noted will be eliminated by having the 
Chief Financial Officer of the Louisiana Municipal Association make the adjustments to 
the accounts receivable and unearned premium accounts to properly reflect the accrual 
basis of the receivables/unearned premiums as well as related revenue. Reinsurance 
receivables will also be adjusted by the Chief Financial Officer. 

Loss Reserve Setting and Development -The Fund's loss data will be continually 
evaluated to better insure sufficient and reliable information is available to estimate loss 
reserves with reasonable accuracy and consistency. New procedures will be implemented 
for estimating and recording clauns loss reserves and related expenses. An additional . 
report demonstrating reserve adjustments for all fiind years vAW be provided to the board 
on a quarterly basis. 

Reconciliation Process- In mid 2009, LMA experienced tumover in key accounting 
personnel, and is currently in the process of reorganizing the Accounting Department and 
training new personnel. This reorganization and addition of accounting staff will ensure 
the implementation of additional procedures to mitigate problems in the future. 
Investment accounts, premium receipts, and deductibles will be reconciled monthly. 
Formalized accounting policies and procedures are also being developed to mitigate these 
problems in the future. 

Very truly yours, 

Tom Ed McHugh 
Executive Director 
Louisiana Municipal Association 
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INDEPENDENT AUDITORS* REPORT 

Officers and Trustees 
Louisiana Municipal Reserve Fund Agency 
Baton Rouge, Louisiana 

We have audited the accompanying statements of net assets of Louisiana Municipal Reserve Fund Agency (a 
quasi-public organization) (the Fund) as of December 31, 2009 and 2008 and the related statements of revenues, 
expenses and changes in net assets, and cash flows for the years then ended. These financial statements are the 
responsibility of the Fund's management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and with Govemment Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financiai statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the fmancial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opmion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Louisiana Municipal Reserve Fund Agency as of December 31,2009 and 2008, and the results of its 
operations and its cash flows for the years then ended in conformity with accounting principles generally 
accepted in the United States of America. 

Management's discussion and analysis on pages 2 through 4 and the schedule of ten-year claims development 
information on page 17 are not a required part of the basic financial statements but are supplementary 
information required by the Govemmental Accounting Standards Board. We have applied certain limited 
procedures, which consisted primarily of inquiries of management regarding the methods of measurement and 
presentation of the supplementary information. However, we did not audit this infomiation and express no 
opinion on it. 

In accordwce with Govemment Auditing Standards, we have also issued our report, dated June 8,2010, on our 
consideration of the Fund's intemal control over financial reporting and our tests of its compliance with certain 
provisions of laws, regulations, contracts, grant agreements and other matters. The purpose of that report is to 
describe tiie scope of our testing of intemal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on the intemal control over financial reporting or on compliance. 
That report is an integral part of an audit perfonned in accordance with Govemmental Auditing Standards and 
should be considered in assessing the results of our audits. 

Baton Rouge, Louisiana 
June 8,2010 
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LOUlSmVA MUNICIPAL RESERVE FUND AGENCY 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED^ 

The Management's Discussion and Analysis of the Louisiana Municipal Reserve Fund Agency's (the Fund) 
financiai performance presents a narrative overview and analysis of the Fund's financial activities for the 
years ended December 31, 2009 and 2008. This document focuses on the current year's activities, resulting 
changes, and currently known facts in comparison with the prior year's infonnation. We encourage readers to 
consider the information presented here in conjunction with the Fund's financial statements, which follow 
this section. 

Financial Highlights 

• The assets of the Fund exceeded its liabilities at December 31, 2009 by $7,511,932 compared to 
$ 13,048,256 as of December 31,2008, which is a 42% decrease fix)m the previous year. 

• At December 31, 2009, the Fund's assets totaled $43,110,688 which consisted primarily of investment 
securities primarily composed of cash, direct and indirect investments in U.S. Govemment debt 
obligations, and receivables. At December 31, 2008, the Fund's assets totaled $42,982,006 and were 
comprised of similar types of assets. 

• The Fund reported gross eamed premiums of $4,015,733 and $3,246,442 during the years ended 
December 31, 2009 and 2008, respectively. This increase during 2009 is as a result of increases in 
premium rates for a related party fiind to more closely match third party rates. 

• The Fund recognized investment income of $1,205,145 and $3,752,410 during the years ended December 
31, 2009 and 2008, respectively. The decrease in mvestment income is attributed to unfavorable changes 
in market values of the Fund's investment portfolios. 

• The Fund had a decrease in net assets of $5,536,324 during the year ended December 31, 2009 and a 
decrease in net assets of $8,743,171 during the year ended December 31,2008. 

Overview of the FinaQcial Statements 

This financial report consists of Management's Discussion and Analysis and the basic financial statements. 
The basic financial statements also include notes to the financial statements, which explain some of the 
information in the fmancial statements in more detail. 

The basic fmancial statements of the Fund report information about the Fund using accounting methods 
sunilar to those used by private sector. The Statements of Net Assets include all of the Fund's assets and 
liabilities and provide information about the nature and amounts of investments in resources (assets) and the 
obligations to the Fund's members and creditors (liabilities). It also provides the basis for computing rate of 
return, evaluating the capital structure of the Fund and assessing the liquidity and financial flexibility of the 
Fund. All of the year's revenues and expenses are accounted for in the Statements ofRevenues, Expenses 
and Changes in Net Assets. These statements measure the success of the Fund's operations over the year and 
can be used to determine whether the Fund has successfully recovered all its costs through its premium and 
mvestment income, profitability and credit worthiness. The final required financial statements is the 
Statements of Cash Fiows. The primaiy purpose of these statements is to provide information about the 
Fund's cash receipts and cash payments throughout the year. These statements report cash receipts, cash 
payments and net changes in cash resulting from operations, investing, and financmg activities. 
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LOUISUNA MUNICIPAL RESERVE FUND AGENCY 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED^ 

Overview of the Financial Statements (continued) 

The preparation of these financial statements requires the utilization of significant estimates, many of which will 
not be known for many years. Changes in estimates as well as the drfferences in actual results and estimated 
amounts will be mcluded in the Statement of Revenues, Expenses and Changes in Net Assets as these 
circumstances become known. 

financial Analysis of the Fund 

The Statements of Net Assets and the Statements of Revenues, Expenses and Changes in Net Assets report 
information in a way that the reader can determine if the Fund is in a better financial position as a result of the 
year's activities. These statements report the net assets of the Fund and changes in them. The net assets 
(difference between assets and liabilities) can be used to measure financial health or financial position. Over 
time, increases and decreases in the Fund's net assets are one indicator as to whether its financial health is 
improving or deteriorating. There are other non-financial factors to consider, such as changes in economic 
conditions, healthcare costs, judicial environment, and new or changed government legislation. 

Condensed Statements of Net Assets at December 31,: 

2009 2008 

Total assets $ 43,110,688 $ 42,982,006 

Total liabilities 35.598.756 29.933.750 

Net assets % 7.sn,Q^7 .t ^•04^f9'̂ fi 

All of the Fund's assets can be used for any lawful purpose consistent with the policies and guidelines 
established by the Board of the Fund. Total assets increased approximately 0.5% while liabilities increased 18% 
due to increase in claims liabilities resulting from both unfavorable development of claims associated with prior 
years as well as hi^er claims estimates incurred in 2009. Net assets decreased approxhaately 42% fi:om the 
prior year resulting fix)m higher incurred claims. 

Condensed Statements ofRevenues and Expenses and Changes in Net Assets 
for the Years Ended December 31: 

2009 2008 

Operating revenues $ 4,015,733 $ 3,246.442 

Operating expenses 10.757.202 15.742.023 

Operating loss (6,741,469) (12,495,581) 

Non-operating income 1,205.145 3,752.410 

Change in net assets 
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LOUISLVNA MUNICIPAL RESERVE FUND AGENCY 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
fUNAUDITED^ 

Financial Analysis of the Fund (continued) 

During the year ended December 31, 2009, the Fund reported premium eamed of $4,015,733 and investment 
income of $1,205,145. Premiums eamed increased due to increases in certain premium rates charged to 
affiliated risk retention funds operated for the benefit of Louisiana municipalities and changes in 
membership/premiums of those funds. Investment income decreased due to unfavorable market performance in 
the Fund's investment as well as continued growth of the portfolio. The Fund reported totel expenses of 
$10,757,202 which consisted primarily of claims expense. Total expenses decreased approximately $4.9 million 
due primarily to significant increased claims and unfavorable development in all three base insurance funds in 
the prior year. The Fund experienced a decrease in net assets of $5,536,324 for the current year. See the 
Statements ofRevenues, Expenses and Changes in Net Assets on page 6 of this report. 

Requests for Infonnation 

This financial report is designed to provide members, investors, and creditors with a general overview of the 
Fund's finances, as well as demonstrate accountability for funds the Fund receives. Questions concemmg any of 
the information provided in this report or requests for additional information should be addressed to the 
Louisiana Municipal Reserve Fund Agency, P.O. Box 4327, Baton Rouge, Louisiana 70821 or 225-344-5001. 
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LOUISIANA MUNICIPAL 
RESERVE FUND AGENCY 

STATEMENTS OF NET ASSETS 
DECEMBER 31.2009 AND 2008 

ASSETS 

Cash and cash equivalents (note 4) 
Investments (note 4) 
Accrued interest receivable 
Other receivables 
Due fi^m affiliates (note 2) 
Reinsurance receivable 

Total assets 

2009 

$ 1.036.477 
40,536,865 

370,651 
78,347 

1.085.739 
2,609 

$ 43,110,688 

$ 

$ 

2008 

187,373 
42,28735 

421,627 
78347 

1,022 
6,342 

42,982,006 

LIABILITIES AND NET ASSETS 

Liabilities: 
Claims payable (note 2) 
Unpaid claims liability (note 3) 
Accmed expenses 

Total liabilities 

Net assets 

$ 715,570 
34,877,000 

6,186 

35,598,756 

7,511,932 

The accompanying notes are an integral part of these financial statements. 

$ 754.109 
29,170,000 

9.641 

29,933,750 

13,048,256 

$ 43,110,688 $ 42,982,006 
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LOUISLINA MUNICIPAL 
RESERVE FUNP AGENCY 

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
FOR THE YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

OPERATING REVENUES 
Premiums eamed (note 2) 

Total operating revenues 

OPERATING EXPENSES 
Claims expense (note 3) 
Reinsurance premium 
Miscellaneous 

Total operating expenses 

OPERATING LOSS 

NON-OPERATING INCOME 
Investment income, net (note 4) 

CHANGE IN NET ASSETS 

Net assets, beginning of year 

Net assets, end of year 

$ 4.015,733 $ 3,246,442 
4,015.733 3,246.442 

10.635,498 
56,929 
64.775 

10,757.202 

(6,741,469) 

1,205,145 

(5.536,324) 

13.048.256 

15.614,849 
55.944 
71.230 

15,742,023 

(12,495,581) 

3,752.410 

(8.743,171) 

21,791.427 

$ 7,511.932 $ 13,048,256 

The accompanying notes are an integral part of these fmancial statements. 
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LOUISUNA MUNICIPAL 
RESERVE FUND AGENCY 

STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

Cash flows from operating activities: 
Operating loss 
Adjustments to reconcile operating loss to 

net cash used in operations: 
Change in due fi'om affiliates, reinsurance 

receivable, other receivables 
Change in unpaid claims liability 
Change in accrued expenses 

Net cash used in operating activities 

Cash flows from investing activities: 
Purchases of investments 
Proceeds from sales or maturities of investments 
Investment income received 

Net cash provided by investing activities 

Net change in cash 

Cash, begirming of year 

Cash, end of year 

$ (6,741.469) $ (12.495,581) 

(1,080.984) (79.509) 
5,707,000 9.292,000 

(41.994) 594,311 

(2,157.447) 

(11,166.052) 
12,334,660 
1,837,943 

3,006,551 

849,104 

187,373 

(2,688,779) 

(9.403.157) 
9370.585 
2.054.120 

2.021.548 

(667,231) 

854,604 

$ 1.036,477 $ 187,373 

The accompanying notes are an integral part of these financial statements. 
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LOUISmVA MUNICIPAL 
RESERVE FUND AGENCY 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES 

(a) Background and Financial Statement Presentation 

Louisiana Municipal Reserve Fund Agency (LMRFA or the Fund) was formed under Louisiana 
Revised Statutes 33:1349(e). LMRFA consists of interlocal risk management agencies pooling 
excess funds to provide reinsurance. Adminisfration of the Fund is vested in the Executive Board 
of LMA. LMRFA reinsures the Louisiana Municipal Risk Management Agency (LMRMA) Public 
Liability Fund. Workers' Compensation Fund and Accident and Health Fund. During 2009 and 
2008. LMRFA also reinsured two municipalities. 

LMRMA was formed under Louisiana Act No. 462 of 1979 to provide a program of workers* 
compensation, accident and health, and public liability coverage for its member organizations. In 
accordance with Revised Statutes 33:1341-1350, all local govemment subdivisions in the state of 
Louisiana are eligible to participate. The program's general objectives are to formulate, develop, 
and administer, on behalf of the member local govemmental subdivisions, a program of interlocal 
risk man^ement, to obtain lower costs for that coverage, and to develop a comprehensive loss 
control program. Local govemmental subdivisions joining the Fund must be members of the 
Louisiana Municipal Association; a member may withdraw from the Fund by giving proper notice. 
Fund underwriting and rate-setting policies have been established by the Board of LMRMA after 
actuarial consultation. If the assets of the Fund were to be exhausted, members would only be 
responsible for their respective outstanding claims. 

Louisiana Municipal Association (LMA) is an association for the municipalities of Louisiana and is 
incorporated as a non-profit corporation under the laws of the State of Louisiana. LMA acts as the 
administrator for LMRFA. 

Risk Management, Inc. (RMI) is a third-party service agent primarily for LMRMA insurance funds 
and LMRFA. RMI, a Louisiana Corporation, is a wholly-owned subsidiary of LMA. 

The various LMRMA Funds, LMA, RMI, and LMRFA are all affiliated through common 
membership and management control. Although all of these entities are related parties, their 
various net assets are available only to each individual entity for its operations. For this reason 
each entity is presented as a separate "stand alone" entity in accordance with Govemmental 
Accounting Standards Board (GASB) Statement No. 10 and GASB Statement No. 14. 

(b) Basis of Accounting 

The Fund is considered an enterprise fund and, accordingly, uses the accmal method of accounting 
and the flow of economic resources measurement focus. Under the accrual basis of accounting, 
revenues are recognized in the accounting period in which tiiey are eamed and expenses are 
recognized in the period incurred. The Fund applies all applicable Financial Accounting Standards 
Board (FASB) pronouncements issued on or before November 30, 1989 in accounting for its 
operations unless those pronouncements conflict with or contradict GASB pronouncements, in 
v^ich case. GASB prevails. 

Since the business of the Fund is essentially that of an insurance company having a business cycle 
greater than one year, the statements of net assets are not presented in a classified format. 
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LOUISUNA MUNICIPAL 
RESERVE FUND AGENCY 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNinCANT ACCOUNTING POLICIES (continued) 

(c) Investments 

Investments are reported at estimated fair value except for short-term and money market 
investments, consisting primarily of U.S. Treasury obligations with a maturity of one year or less at 
time of purchase, which are reported at cost. Fair value is based on the last reported sales price if 
available; if not available, fair value is based on estimated fan value. Realized gains and losses and 
changes in unrealized gains and losses on invesUnents recorded at estimated fair value are included 
in investment income. Investments include money market accounts, repurchase agreements, and 
U.S. Govemment Agency, treasury obligations and corporate obligations. 

(d) Premium Income 

Most of the premium income of LMRFA collected in the cunent year is based on a percentage of 
premium of LMRMA workers' compensation, public liability, and accident and health funds (see 
note 2). Pursuant to the reinsurance agreements, the LMRAIA Funds are responsible for all of 
LMRFA's claims servicing and administrative costs. For the years ended December 31,2009 and 
2008, LMRFA provided reinsurance duectly to municipalities for a total premium of $4,413 and 
$94,202, respectively. Acquisition costs associated witii new and renewal contracts are expensed 
when incurred. 

(e) Operating/Non-Operating Revenue andEjq>ense 

Operating revenues consist of member premiums as these revenues are generated from the Fund's 
operations and are needed to carry out its statutory purpose. AU expenses incurred for that purpose 
are classified as operating expenses. Investment income and other revenues and expenses which 
are ancillary to the Fund's statutory purpose are classified as non-operating. 

00 Unpaid Claims Liability 

The policy liabilities reinsured by the Fund are for claims incurred during the benefit period, 
regardless of when the clauns are reported. The Fund establishes claims liabilities based on 
estimates of the ultimate cost of claims (including future claim adjustment expenses) that have been 
reported but not setUed and of claims that have been incurred but not reported. The length of time 
for which such costs must be estimated varies depending on the coverage involved. Estimated 
amounts of reinsurance recoverable on unpaid claims are deducted from the liability for unpaid 
claims. Because actual claim costs depend on such complex factors as inflation, changes in 
doctrines of legal liability, and damage awards, the process used m computing claims liabilities 
does not necessarily result in an exact amount, particularly for coverages such as public liability. 
Claims liabilities are recomputed periodically using a variety of actuarial and statistical techniques 
to produce cunent estimates that reflect recent settlements, claims frequency, and other economic 
and social factors. A provision for inflation m the calculation of estimated future claims costs is 
implicit in die calculation because reliance is placed both on actual historical data that reflects past 
inflation and on other factors that are considered to be appropriate modifiers of past experience. 
AdjusUnents to claims liabilities are charged or credited to claims expense in the periods in which 
they are made. The carrying amount of liabilities for claims losses and claims expenses are 
presented at present value in tiie financial statements. 
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LOUISLVNA MUNICIPAL 
RESERVE FUNP AGENCY 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POUCIES (continued) 

(g) Cash and cash equivalents 

For the purpose of the statements of cash flows, cash includes cash in demand deposit accounts 
with bariks. Because certificates of deposit, money markets and repurchase agreements are usually 
purchased with maturities of 90 days or more, they are classified as investments (see note 4). 

(h) Income Taxes 

The Fund is exempt from federal income taxes under Sections 7701 and 115(1) of the Intemal 
Revenue Code. 

fi) Use of Estimates 

Management of the Fund has made a number of estimates and assumptions relating to the reporting 
of assets and liabilities to prepare these financial statements in conformity with accounting 
principles generally accepted in the United States of America. Actual results could differ from 
those estimates and assumptions. For example, significant estimates and assumptions are used in 
estimating its insurance liabilities, fair values of investments and accruals. If fiiturc experience 
differs materially for these estimates and assumptions, the fmancial statements could be afiected. 

0) Reclassification 

Certain items in the 2008 financial statements have been reclassified to be comparative to the 2009 
presentation. 
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LOUISIANA MUNICIPAL 
RESERVE FUND AGENCY 

NOTES TO FINANCIAL STATEMENTS 

2. RELATED PARTY TRANSACTIONS 

LMA, RMI, LMRMA and LMRFA provide services related to the self-insurance funds operated for the 
benefit of Louisiana municipalities. The fees are based on eamed normal premiums (ENP). The 
respective percentages of the respective eamed normal premiums and eamed standard premiums are as 
follows: 

2009 2008 

Premium income: 
LMRMA: 

Public Liability 
Workers' Compensation 
Accident and Health 

Due (to) from affiliates: 
LMRMA: 

PubUc Liability 
Workers' Compensation 

Fee 
Basis 

16.75% ENP 
20.00% ENP 

$28.32 per 
participant 

$ 

J= 

$ 

$ 

Amount 

1,692,650 
1,745,404 

573,266 

4,011320 

(29,666) 
1,115,405 

1,085,739 

Fee 
Basis 

16.75% ENP 
9.00% ENP 
$28.32 per 
participant 

Amount 

$ 1,620,335 
660,687 
668,125 

$ 2,949.147 

$ (59.665) 
60,687 

$ 1,022 

The Board of Tmstees has autiiorized tiiat tiie Fund may lend up to $500,000 to tiie LMRMA Accident and 
Health Fund on an unsecured and non-interest bearing basis. There were no advances made during 2008 and 
2009 under this agreement. 

Claims payable represents amounts payable to the LMRMA Accident and Health Fund for claims unpaid at 
December 31.2009. and 2008 of $715,570 and $754,109, respectively which were in excess of tiie LMRMA 
Accident and Health Fund's retention level. 
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LOUISUNA MUNICIPAL 
RESERVE FUNP AGENCY 

NOTES TO FINANCUL STATEMENTS 

3. CLAIMS EXPENSE AND UNPAID CLAIMS LUBILTTY 

The following represents changes in the aggregate unpaid claims liabilities for the Fund for the years 
ended December 31,2009 and 2008: 

2009 2008 
(Amounts in thousands) 

Liability for unpaid losses at beginning of year, gross $ 29,170 $ 19,878 
Less: Reinsurance recoverables 
Liability for unpaid losses at beginning of year, net 

Net incurred related to: 
Ciurent year 
Prior years 
Total incurred 

Net paid related to: 
Current year 
Prior years 
Total paid 

Liability for unpaid losses at end of year, gross 
Less: reinsurance recoverables 
Liability for unpaid losses at end of year, net 

During 2009, the Fund experienced overall imfavorable development on unpaid claims liabilities 
established in prior years due largely to the impact of certain adverse development as it relates to 
workers' compensation and public liability coverage. During 2008, the Fund also experienced overall 
unfavorable development on unpaid claims liabilities established in prior years. These significant 
unfavorable developments are due to certain adverse judicial proceedings as well as large losses tiiat were 
reported during 2009 and 2008 but related to events occurring in prior years. In establishing claims 
liability reserves, management considers facts currently known, historical claims information, industry 
average loss data and the present state of laws and coverage. However, the process of establishing loss 
reserves is a complex and imprecise science tiiat reflects significant judgmental factors. Management 
believes that tiie aggregate loss reserves at December 31.2009 are adequate to cover claims for losses tiiat 
have occurred. Management can give no assurance that the ultimate claims incurred tiux)ugh December 
31,2009 will not vary from tiie above estunates, and such differences could be significant. 

The Fund's claims payable have been discounted for December 31, 2009 and 2008 based on tiie Fund's 
anticipated payout patterns and a discount rate assumption of 5%, which management expects to 
approximate tiie interest eamings over the payout period. Management believes these revised assumptions 
more accurately reflect the payout pattems and investment earning rates that should be used for 
discounting reserves. The effect of tiie reserve discounts was $14,650,000 and $12,082,000 at December 
31,2009 and 2008, respectively. 

29.170 

5.839 
4.796 

10.635 

1,345 
3.583 
4.928 

34.877 

19.878 

8.147 
7.468 

15.615 

1,855 
4.468 
6.323 

29,170 

S 34.877 $ 29.170 
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LOUISIANA MUNICIPAL 
RESERVE FUND AGENCY 

4. 

NOTES TO FINANCIAL STATEMENTS 

DEPOSITS AND INVESTMENTS 

LMRFA must" comply with Rule Number 4 of the Commissioner of Insurance, State of Louisiana. 
According to Rule Number 4, all deposits in financial institutions made by this Fund shall be limited to 
institutions in Louisiana unless a higher rate can be obtained in an out-of-state institution. Deposits in 
financial institutions may exceed the federally insured amount in any one financial institution, as long as 
the amount is not in excess of the greater of $500,000 or 5% of the combination of surplus, undivided 
profits and reserves as currently reported by the financial institution. In regard to deposits and 
investments, the Fund was in compliance with these revised provisions during the years ended December 
31,2009 and 2008. 

Under Rule Number 4 of the Commissioner of Insurance, State of Louisiana, the Fund may invest any 
surplus monies in obligations of the U.S. Govemment and its agencies, as well as financial mstitutions. 
Included in investments are certificates of deposit, money maricet accounts and repurchase agreements. 

Statement Number 40 of the Govemmental Accounting Standards Board (GASB Statement No. 40), 
Deposits and Investment Risk Disclosures, established and modified disclosure requirements related to 
investment risk. This section describes the various types of investment risk and the Funds exposure to 
each type. 

The following table presents the estimated fair value and amortized cost of investments permissible under 
the mles, objectives and guidelines of the Fund as of December 31,2009 and 2008: 

2009 2008 

Investment Tvpe 
Estimated 
Fair Value 

Amortized 
Cost 

Estunated 
Fair Value 

Amortized 
Cost 

U.S. Govemment mortgage $ 14,275.230 
backed securities 

U.S. Govemment agency debt 
obligations 

U.S. Treasury bonds and notes 

U.S. Govemment guaranteed 
obligations 

Money market funds 

TOTAL 

$ 13,708,061 $ 7,541,367 $ 7,348.284 

24.693.698 

724,500 

138,753 

704.684 

$ 40.536.86S 

23,628,184 

682,725 

134,924 

704.684 

% 38.858.578 

26,796.473 

6,700,345 

88,312 

1.160.798 

$ 42.2X7,^5 

24,988,214 

6,103,350 

84,920 

1.160.794 

$ 39.685.562 

Custodial Credit Risk 

Custodial credit risk for investments is the risk that, in the event of tiie failure of the counterparty to a 
transaction, tiie Fund will not be able to recover tiie value of investment or collateral securities tiiat arc 
in tfie possession of an outside party. Exposure to custodial credit risk arises when securities are 
uninsured, or are not registered in tiie name of tiie Fund, and are held by eitiier the counterparty or tiie 
counterparty's tmst department or agent, but not in the Fund's name. 
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LOUISUNA MUNICIPAL 
RESERVE FUND AGENCY 

NOTES TO FINANCLVL STATEMENTS 

4. DEPOSITS AND INVESTMENTS (continued^ 

The Fund's investments in govemment debt obligations are uninsured on the performance of the 
custodian and are exposed to custodial credit risk because they are held by a counterparty. Investments 
in extemal investment pools, mutual fimds, and other pooled investments are not exposed to custodial 
credit risk because of their natural diversification and tfie diversification required by the Securities and 
Exchange Commission. 

Credit Risk 

Credit risk is defined as the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. Nationally recognized standardized rating systems are a tool with which to assess credit risk 
on debt obligations. U.S. Government debt securities are not required to be rated. The following table is 
provided for use in assessmg the Fund's exposure to credit risk as of December 31,2009 and 2008. 

Estimated Estimated 
Fair Value Fair Value 

Standard and Poor's Rating 2009 2008 

Money maricet fiinds $ 704,684 $ 1,160,798 
U.S. Govemment securities and 

U.S. Treasury securities 
Not rated 14,275,450 15,395,132 
Rated AAA 25.556.731 25.731.365 

Total ^ 40.536.865 ^ 42.287.295 

Concentration of credit risk relates to the risk of loss attributed to the magnitude of the Fund's investment 
m a single issuer. The Fund has no investments in any one issuer that represented 5% or more of total 
investments, other than the U.S. Goveniment. 
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LOUISUNA MUNICIPAL 
RESERVE FUND AGENCY 

NOTES TO FINANCUL STATEMENTS 

4. DEPOSITS AND INVESTMENTS (continued) 

Interest Rate Risk 

Interest rate risk is defined as the risk that changes in overall market interest rates will adversely affect 
the fair value of an investment. This risk is applicable to debt investments with fair values that are 
sensitive to changes in interest rates. One indicator of the measure of interest rate risk is the dispersion 
of maturity dates for debt instruments. The following table shows the Fund's fixed income investments 
and maturities in actively-managed accounts at December 31,2009: 

INVESTMENT MATURITIES rinvears) 

INVESTMENT 
TYPE 

Money maiket 
funds 

U.S. Govemment 
mortgage backed 
U.S. Govemment 

Agencies 
U.S. Treasury 

bonds and notes 
Corporate 
obligations 

Estimated 
Fair Value 

$ 704,684 

14.275,230 

24,693.698 

724,500 

138.753 

Less than 1 

$ 704,684 

137 

1.007.211' 

-

1-5 

$ 

354.112 

12,855,169 

286,222 

138.753 

6-10 

$ 

4,728,288 

10,831,318 

312,075 

Greater 
than 
10 

$ 

9,192,693 

_ 

126.203 

TOTAL S 40.536.865 X 1-712.012 .H n.6.34.256 

Mortgage-backed securities arc included in the above table based upon their contractual tenhs. These 
types of securities typically experience repayments over a shorter term. 

Net investment income for the years ended December 31,2009 and 2008 consists of the following: 

2009 2008 

hiterest mcome $ 1,775,380 $ 1,946,025 
Net realized gams (losses) - net 353,347 25,086 
Unrealized gains (losses) arising during the year (923.582) 1.781.299 

^ 3.752.410 
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LOUISUNA MUNICIPAL 
RESERVE FUND AGENCY 

NOTES TO FINANCIAL STATEMENTS 

5. REINSURANCE POLICY COVERAGE 

LMRMA and LMRFA represent a cooperative program for group funding and risk management of public 
liability, workers' compensation, and accident and health risks of participating Louisiana municipalities. 
Althou^ premiums billed to the participants are determined on an actuarial basis, ultimate liability for 
claims remains witii the participants. 

Ceded: 

LMRFA obtained commercial reinsurance to cover a portion of the workers' compensation medical 
losses for the periods January 1,1995 through December 31,2001. For all subsequent years, the LMRFA 
did not reinsure workers' compensation medical losses. LMRFA obtained commereial reinsurance to 
cover a portion of the accident and health risks assumed during 2009 and 2008. 

Assumed: i 

For tiie years ended December 31, 2009 and 2008, LMRFA provided excess reinsurance to LMRMA, 
Workers' Compensation, Public Liability and Accident and Health Funds with the following limits: 

Workers' Compensation Fund 

Item I: $2,000,000 aimual aggregate in excess of 80% of eamed normal premium 

Item fl: $2,000,000 each and every loss in excess of $ 175,000 each and every loss 

Public Liabilitv Fund 

Item I: $5,000,000 aimual aggregate in excess of 65% of earned normal premium 

Item II: Each and every loss in excess of $100,000 each and every loss 

Accident and Health Fund 

Item I: Annual aggregate in excess of 125% of annual earned normal premium. 

Item H: $900,000 specific losses in excess of $100,000 each and every loss. 

6. SUBSEOUENT EVENTS 

Management has evaluated events through the date that the financial statements were available to be 
issued, June 8,2010 and determined that there were no events that required disclosure. 
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LOUISIANA MUNICIPAL 
RESERVE FUND AGENCY 

SCHEDULE OF TEN-YEAR CLAIMS DEVELOPMENT INFORMATION 
CLAIMS EXPENSE AND RE-ESTIMATED CLAIM ADJUSTMENT EXPENSE 

DECEMBER 3L 200» 

l b s table below ilhistrates die Fund's earned nonnal premium and investment income ccHnpared to related costs and claims expense incurred by 
the Fund as of the end of 2009 and as of the end of each of the last nine years. 

2009 2008 2007 

ENP and investment 
income 

Operatiag costs, 
unallocated 

Estimated incuned 
claims and expense, 
end of policy year 

Paid (cumulative) as of: 
End of policy year 
One year later 
Two years later 
lliree years later 
Four years later 
Five years later 
Six years later 
Seven years later 
E ^ t years later 
Nine years later 

Re-esttinated incurred 
daans and claims 
expense: 

End of policy year 
One year later 
Two years later 
Three years later 
Four years later 
Five y^ss XeXcc 
Six years later 
Seven years later 
Eight years later 
Nine years later 

Increase (deoease) in 
estimated incurred 
claims and expoise 
from end of pcdicy 
year 

$ 5 ^ 0 S 6,999 $ 6,090 $ 

122 127 124 

7,560 

1.345 

9,125 

7,560 

5,650 

1,855 562 
1,232 1,072 

2,036 

2006 

4,516 $ 

120 

4.615 

712 
1,115 

uio 
2,234 

2005 2004 
(m thousands) 

2003 2002 2001 2000 

3.658 $ 4.052 S 4,327 $ 5.324 S 4,290 J 

124 US 135 63 294 

4.009 

371 
371 

2378 
2,950 
3,063 

S.743 

209 
209 
337 

1,150 
2,355 
2,671 

3,343 

239 
428 
702 

1.479 
1,594 
3,029 
3.484 

3,710 2.309 

60 
1.463 
2>»8 
3.137 
3,378 
3,654 
3,838 

413 
1,158 
U 2 3 
U 7 I 
1.629 
1.691 
1,775 
1,877 

4,586 

293 

1,783 

69 
300 
629 
715 
920 

1,075 
1,257 
1.473 
1,514 

9,125 
10,254 

-
-
-
-
-
-
-
• 

5,650 
8,712 

10.074 
-
-
-
-
-
-
• 

4,615 
4,491 
5.895 
6.989 

-
-
-
-
-
-

4,009 
4.564 
5,515 
6,211 
6,437 

-
-
-
-
-

5.743 
4,308 
3,824 
4,059 
6,934 
6.576 

-
-
-
-

3343 
3,215 
3.418 
4,237 
4.150 
4,992 
5.893 

-
-
-

3.710 
2,656 
4,942 
5,176 
5,592 
6,131 
6.025 
6.441 

-
-

2309 
2305 
3335 
2,011 
2347 
2.421 
2,245 
2,425 
2360 

-

1,783 
1,624 
1.570 
1360 
1.731 
1.803 
2.013 
2,177 
3.199 
3,053 

1,129 4,424 2374 2,428 833 2.550 2.731 51 1,270 

See accompanying independent auditors' report 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCUL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Officers and Trustees 
Louisiana Municipal Reserve Fund Agency 
Baton Rouge, Louisiana 

We have audited the financial statements of Louisiana Municipal Reserve Fund Agency (the Fund) as of and 
for the year ended Deceinber 31, 2009, and have issued our report thereon dated June 8, 2010. We have 
conducted our audit in accordance with auditing standards generally accepted m the United States of America 
and the standards applicable to financial audits contained in Govemment Auditing Standards, issued by the 
Comptroller General of the United States. 

Intemal Control Over Financiai Reporting 

In planning and performing our audit, we considered the Fund's intemal control over fmancial reporting as a 
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Fund's intemal 
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the 
Fund*s intemal control over financial reporting. 

A deficiency in intemal control exists when the design or operation of a control does not allow management 
or employees, m the normal course of performing their assigned fimctions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in 
intemal control, such that there is a reasonable possibility that a material misstatement of the Fund's financial 
statements will not be prevented, or detected and corrected in a timely basis. 

Our consideration of intemal control over fmancial reporting was for the limited purpose described in the 
preceding paragraph was not designed to identify all deficiencies in mtemal control that we consider to be 
material weaknesses, as defined above. 

Financial Reporting Process 
Management typically reports the Fund's interim fmancial activity essentially on a cash basis. The annual 
audited financial statements include significant adjustments to report the Fund's financial statements on an 
accmal basis in accordance with U.S. generally accepted accounting principles. Pursuant to the year end and 
audit processes, significant adjustments are required to convert the financial statements from the cash method 
of accounting to the accmal method of accounting. 
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The nature of insurance programs involves significant risks and uncertainties that we believe should IK; 
reported and monitored more often than annually. The year-end financial statement process indicated 
significant adverse claims development and financial losses that should be measured more frequently than 
once a year. Management does monitor various measures not included in the financial statements but reports 
financial activities and financial position of the Fund on a cash basis which is not intended to capture 
important information inherent in accmal basis financial. 

As we have reported in prior years, we believe management should implement additional financial reporting 
procedures to provide interim reporting on an accrual basis of accoimting as opposed to essentially a cash 
basis of accounting. This can be accomplished by expanding fmancial processes related to premium 
recognition as well as developing processes for estimating and recording interim claims loss reserves and 
related expenses. We believe these changes will provide management and the Board with more timely and 
meaningful financial infonnation to monitor the Fund's fmancial performance and position. 

Loss Reserve Setting and Development 

The Fund has experienced considerable variability in the reserve setting process during recent years which 
have had a significant impact on the Fimd's fmancial statements. This variability has resulted in significant 
underwriting losses which stem from the following internal control matters: 

• The Fund's administrator implemented a new claims administration system to more efficiently 
administer and adjudicate the Fund's insurance program a couple of years ago. As is often the 
case with system conversions, several sources of data key to estimating and development of 
reasonable and reliable loss reserves liabilities were mconsistent and required extensive 
analysis. These factors contributed to less reliability and more variability in the overall loss 
reserve estimation process. 

• Our review of setting case reserves for individual claims files indicated significant increases in 
case reserves in recent years. These increases were not isolated to a particular category of claim 
but appear to be pervasive throughout the claims reserving process. Case reserves should 
always be set in amounts teasotmbly expected to reflect ibe loss incurred based on assessment 
of the loss information available at the time and provide for inherent uncertainty. 

The Fund's loss data should be continually evaluated to better insure sufficient and reliable infomiation is 
available to estimate loss reserves with reasonable accuracy and consistency. Sufficient industry data and 
Fund specific infonnation should also be regularly evaluated to assist in the development of fair and 
reasonable loss reserves and premium rates to diversify the risks among for the Fund's membership. 
Management may also want to consider having a third-party review of the policies and practices of the claims 
department to ensure that best practices are being adhered with and stay with current industry trends. 

Reconciliation Processes 

During the performance of our audit process, we noted that certain general ledger and other subsidiary 
ledgers were not reconciled, or not reconciled in a timely manner, and adjustments recorded as necessary. 
Accounting tasks such as reconcilmg and adjusting accounts play a key role in proving the accuracy of 
accounting data and ensuring that the check and balances among segregated duties are functioning. Areas we 
noted these conditions included investment accounting, premiwn receipts, and accounting for other 
receivables includmg deductibles. 

We also understand that changes in personnel occurred during the year which may have contributed to these 
conditions. We believe that formalizing accounting policies and procedures manuals could help mitigate 
these types of situations in the future. 
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A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more 
than a remote likelihood that a material misstatement of the financial statements will not be prevented or 
detected by the entity's internal control. 

Our consideration of the intemal control over financial reportmg was for the Limited pui3)ose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in intemal control that might 
be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that 
are also considered to be material weaknesses. However, we believe that the significant deficiencies 
described above are not material weaknesses. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whefter the Fund's financial statements are fi'ee of material 
misstatement, we perfonned tests of its compliance with certain provisions of laws, regulations, contracts and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
fmancial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed 
no instances of noncompliance or oflier matters that are required to be reported under Govemment Auditing 
Standards. 

This report is intended solely for the information and use of management, Louisiana Municipal Risk 
Management Agency - Reserve Fund, others within the entity, and the Legislative Auditor of the State of 
Louisiana and is not intended to be and should not be used by anyone other than these specified parties. 
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public 
document. 

^M-^ku/J^ ^ A/AuiiU-
Baton Rouge, Louisiana 
June 8,2010 

- 9 f t -

P&N 



LOUISIANA MUNICIPAL ASSOCIATBON 
a unified voice for municipalities since 1926 

President 
Susan Menard 
Mayor, Cankton 

First Vice President 
Bobby R. Washington 

Mayor, Culien 

Second Vice President 
Glenn L Brasseaux 

Mayor, Carencro 

Executive Director 
Tom Ed McHugh 

Daryl G, Purpera 
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Dear Sir, 

In the Financial Statements for the Louisiana Municipal Risk Management 
Agency Workers* Compensation Fund, Public Liability Fund, and Reserve Fund, for the 
year ended December 31 2009, our auditors Postlethwaite Be Netterville, noted a 
significant deficiency in intemal control over our financial reporting in the Report on 
Intemal Control Over Financial Reporting and on Compliance and Other Matters based 
on an Audit of Financial Statements Performed in Accordance with Government Auditins 
Standards, The deficiencies were described as follows: 

Financial Reporting Process - The annual audited financiai statements 
include significant adjustments to report the Funds' financial statements 
on an accrual basis in accordance with U.S. generally accepted accounting 
principals. Management should implement additional financial reporting 

:-,;;î v. procedures to provide interim reporting on an accrual basis of accounting 
;-'i'if;;K as opposed to essentially a cash basis of accounting. This can be 

'̂ ;l;:v;;;Wc^ by expanding financial processes related to premium 
'i^^^iJi^gnition as well as developing processes for estimating and recording 

interim loss reserves and related expenses. 

Loss Reserve Setting and Development - The Fund's loss data should be 
^ continually evaluated to better msure sufficient and reliable information is 

available to estimate loss reserves with reasonable accuracy and 
consistency. Sufficient industry data and Fund specific information should 

, also be regularlyevaluated to assist in the development of fair and 
reasonable loss reserves and premium rates to diversify the risks among 
the Fund's membership. 

1 Reconciliation Process - During the performance of our audit process, we 
noted that certain general ledger and other subsidiary ledgers were not 
reconciled, or not reconciled in'a timely manner, and adjustments recorded 
as necessary. Accounting tasks such as reconciling and adjusting accounts 
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play a key role in proving the accuracy of accounting data and ensuring 
that the check and balances among segregated duties are fimctioning. 
Areas we noted these conditions included investment accounting, 
premium receipts, and accounting for other receivables including 
deductibles. 

When the audit results were presented to the Board of Directors at the June 16, 
2010, meeting, these deficiencies were noted. 

Financial Reporting Process -The deficiencies as noted will be eliminated by having the 
Chief Financial Officer of the Louisiana Municipal Association make the adjustments to 
the accounts receivable and unearned premium accounts to properly reflect the accrual 
basis of the receivables/unearned premiums as well as related revenue. Reinsurance 
receivables will also be adjusted by the Chief Financial Officer. 

Loss Reserve Setting and Development -The Fund's loss data will be continually 
evaluated to better insure sufficient and reliable information is available to estimate loss 
reserves vwth reasonable accuracy and consistency. New procedures will be implemented 
for estimating and recording claims loss reserves and related expenses. An additional 
report demonstrating reserve adjustments for all fund years will be provided to the board 
on a quarterly basis. 

Reconciliation Process- In mid 2009, LMA experienced tumover in key accounting 
persoimel, and is currently in the process of reorganizing the Accounting Department and 
training new personnel. This reorganization and addition of accounting staff will ensure 
the implementation of additional procedures to mitigate problems in the fiature. 
Investment accounts, premium receipts, and deductibles will be reconciled monthly. 
Formalized accounting policies and procedures are also being developed to mitigate these 
problems in the future. 

Very truly yours, 

Tom Ed McHugh 
Executive Director 
Louisiana Municipal Association 
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INDEPENDENT AUDITORS' REPORT 

Officers and Trustees 
Louisiana Municipal Association 

Unemployment Compensation Fund 
Baton Rouge, Louisiana 

We have audited the accompanying statements of net assets of Louisiana Municipal Association -
Unemployment Compensation Fund (a quasi-public organization) (the Fund) as of December 31, 2009 and 
2008, and the related statements of revenues, expenses and changes in net assets, and cash fiows for the years 
then ended. These financial statements are the responsibility of the Fund's management. Our responsibility 
is to express an opinion on &ese financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and with Govemment Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are fi'ee of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the fmancial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Louisiana Municipal Association - Unemployment Compensation Fund as of December 31,2009 
and 2008, and the results of its operations and its cash fiows for the years then ended in conformi^ with 
accounting principles generally accepted in the United States of America. 

Management's discussion and analysis on pages 2 through 4 is not a required part of the basic financial 
statements but is supplementary infomiation required by the Govemmental Accounting Standards Board. We 
have applied certain limited procedures, which consisted primarily of inquiries of management regarding the 
me&ods of measurement and presentation of the supplementary infonnation. However, we did not audit this 
information and express no opinion on it. 

In accordance with Govemment Auditing Standards, we have also issued our report, dated June 8, 2010, on 
our consideration of the Fund's intemal control over financial reporting and our tests of its compliance with 
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of intemal control over fmancial reporting and compliance and 
the results of that testing, and not to provide an opinion on the intemal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Govemmental Auditing 
Standards and should be considered in assessing the results of our audits. 

/?P<^-M w e ^ f N/i^vi h 
Baton Rouge, Louisiana 
June 8,2010 
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LOUISLVNA MUNICIPAL ASSOCIATION UNEMPLOYMENT COMPENSATION FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

The Management's Discussion and Analysis of the Louisiana Municipal Association - Unemployment 
Compensation Fund's (the Fund) financial performance presents a narrative overview and analysis of the 
Fund's financial activities for the years ended December 31,2009 and 2008. This document focuses on the 
current year's activities, resulting changes, and currently known facts in comparison with the prior year's 
information. We encourage readers to consider the information presented here in conjunction widi the 
Fund's financial statements, which follow this section. 

Financial Highlights 

• The assets of the Fund exceeded its liabilities at December 31, 2009 by $3,863,331 compared to 
$4,224,026 as of December 31,2008, which is a 8.54% decrease fi-om the previous year. 

• At December 31, 2009 and 2008, the Fund's assets totaled $4,345,022 and $4,441,539, respectively, 
which consisted primarily of cash and investments. 

• The Fund reported premiums eamed of $298,302 and $314,406 during the years ended December 31, 
2009 and 2008, respectively, and a decrease in net assets of $360,695 in 2009 compared to an increase in 
net assets of $446,261 during 2008. 

• Investment income was $73,605 during 2009 compared to $363,368 during 2008. The decrease of 79.7% 
is attributable primarily to the fund purchasing securities with lower yields than in prior years as well as 
2008 including a substantial increase in the fair value of the Fund's investments. 

Overview of the Financial Statements 

This financial report consists of Management's Discussion and Analysis and the basic financial statements. 
The basic financial statements also include notes to the financial statements, which explain some of the 
information in the financial statements in more detail. 

The basic financial statements of the Fund report mformation about the Fund using accounting mediods 
sunilar to those used by private sector. The Statements of Net Assets includes all of the Fund's assets and 
liabilities and provides mformation about the nature and amounts of investments in resources (assets) and the 
obligations to the Fund's members and creditors (liabilities). These statements provide the basis for 
computing rate of return, evaluating the capital structure of the Fund and assessing the liquidity and financial 
flexibility of the Fund. All of the year's revenues and expenses are accounted for in the Statements of 
Revenues, Expenses and Changes in Net Assets. These statements measure the success of the Fund's 
operations over the year and can be used to determine whether the Fund has successfully recovered all its 
costs through its premium and investment income, profitability and credit worthiness. The final required 
financial statement is the Statements of Cash Flows. The primary purpose of these statements is to provide 
information about the Fund's cash receipts and cash payments throughout the year. These statements report 
cash receipts, cash payments and net changes in cash resulting from operations, investing, and fmancing 
activities. 
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LOUISLVNA MUNICIPAL ASSOCIATION UNEMPLOYMENT COMPENSATION FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

Overview of the Financial Statements (continued) 

The preparation of these financial statements requires the utilization of significant estimates, many of which 
will not be known for many years. Changes in estimates as well as the difierences in actual results and 
estimated amounts will be included in the Statement of Revenues, Expenses and Changes in Net Assets as 
these circumstances become known. 

Financial Analysis of the Fund 

The Statements of Net Assets and the Statements of Revenues, £7q)enses and Changes in Net Assets report 
information in a way that the reader can determine if the Fund is in a better financial position as a result of 
the year's activities. These statements report the net assets of the Fund and changes in them. The net assets 
(difference between assets and liabilities) can be used to measure fmancial health or financial position. Over 
time, increases and decreases in the Fund's net assets are one indicator as to v l̂iether its financial health is 
improvmg or deteriorating. There are other non-financial factors to consider, such as changes in economic 
conditions, judicial environment, and new or changed govemment legislation. 

Condensed Statements of Net Assets 

December 31.2009 December 31.2008 

Total assets $ 4,345,022 $ 4,441,539 

Total liabilities 481.691 217.513 

Net assets ^ 3 863 311 % 4.224.026 

The Fund's total assets consist almost entirely of investments in U.S. Treasury and Agency securities and 
cash equivalents. The Fund's liabilities consist of estimated benefits and related admmistration costs payable 
at year end. 

Condensed Statements ofRevenues and Expenses and Changes in Net Assets 
for the Years Ended December 31,: 

2009 2008 

Operating revenues 

Operating expenses 

Operating income 

Non-operating income 

Change in net assets 
- 3 -

$ 

L= 

298.302 

732.602 

(434,300) 

73.605 

060.695) 

$ 

$ 

314,406 

231.513 

82,893 

363.368 

446.261 



LOUISLVNA MUNICIPAL ASSOCIATION UNEMPLOYMENT COMPENSATION FUND 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
(UNAUDITED) 

Financial Analysis of the Fund (continued) 

Operating revenues decreased by 5.2% from the years ended December 31,2009 and 2008 as a resuh of less 
premium received due to decrease in participant wages firom the prior year. Claims expense increased 
approximately 288% during the year ended December 31, 2009 primarily as a result of the growth in 
unemployment benefits paid as well as related increases to reserves for unpaid claims. During 2009, the 
unemployment rate throughout Louisiana, and among covered municipalities, increased as a result of overall 
declines in economic activities. Additionally, during 2009, investment income decreased due to lower 
interest rates and the decrease in market value in the Fund's portfolio which consists primarily of U.S. 
Treasury and agency securities. The Fund's net assets for 2009 decreased 8.5% primarily as a result of 
increased claims and decreased premiums and investment income. 

During 2009, die Fund experienced increased unemployment claims consistent with general dovmturas in Utie 
economy and national unemployment rates. Management anticipates unemployment trends in the State of 
Louisiana will continue to remain comparable in 2010. At this time, management does not anticipate an 
increase in premiums, due to the overall health of the Fund, but will continue to monitor the future 
obligations. These trends indicate the Fund will likely incur greater benefit obligations and operating losses 
similar to the year ended December 31,2009. 

Requests for Information 

This financial report is designed to provide members, investors, and creditors with a general overview of the 
Fund's finances, as well as demonstrate accountability for funds the Fund receives. Questions conceming 
any of the mformation provided in this report or requests for additional information should be addressed to 
the Louisiana Municipal Association - Unemployment Compensation Fund, P.O. Box 4327, Baton Rouge, 
Louisiana 70821 or 225-344-5001. 
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LOUISLVNA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

STATEMENTS OF NET ASSETS 
DECEMBER 31.2009 AND 2008 

ASSETS 

Cash and cash equivalents (note 2) 
Investments (note 2) 
Accounts receivable 
Prepaid expenses 
Accrued interest receivable 

Total Assets 

$ 

$ 

2009 

4,224,162 
71,265 
17.132 
32,463 

4,345.022 

$ 

$ 

2008 

94,491 
4.213.755 

84.417 
-

48,876 

4.441,539 

LLVBILITIES AND NET ASSETS 

Liabilities: 
Oustanding checks in excess of bank balance 
Unpaid cl^ms liability (note 3) 
Accrued expenses 

Total Liabilities 

Net assets 

$ 

$ 

8,697 
350.000 
122,994 

481,691 

3,863,331 

4,345,022 

$ 

__̂— 

$ 

-
150,000 
67,513 

217,513 

4,224,026 

4,441,539 

The accompan^ng notes are an integral part of these financial statements. 
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LOUISIANA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

STATEMENTS OF REVENUES. EXPENSES AND CHANGES IN NET ASSETS 
YEARS ENDED DECEMBER 31.2009 AND 2008 

2009 2008 

OPERATING REVENUES 
Premiums eamed 

Total operating revenues 

OPERATING EXPENSES 
Claims expense (note 3) 
Service agent fees 
Miscellaneous 

Total operating expenses 

OPERATING (LOSS) INCOME 

NON-OPERATING INCOME 

Investment income -net 

CHANGE IN NET ASSETS 

NET ASSETS - BEGINNING OF YEAR 
NET ASSETS - END OF YEAR 

$ 298,302 : 
298,302 

664,698 
56,651 
11,253 

732,602 

B 314.406 
314.406 

171,340 
45,308 
14,865 

231,513 

(434,300) 

73,605 

(360,695) 

4,224.026 

82,893 

363,368 

446,261 

3.777,765 

$ 3.863.331 $ 4,224.026 

The accompanying notes are an integral part of these financial statements. 
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LOUISIANA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 3L 2009 AND 2008 

2009 2008 

Cash flows fi'om operating activities: 
Operating (loss) income 
Adjustments to reconcile operating income 

to net cash provided by operations: 
Changes in operating assets and liabilities: 

Accounts receivable 
Prepaids 
Accrued expenses and unpaid claims 

Net cash (used in) provided by operating activities 

Cash flows fix)m investing activities: 
Purchases of investments 
Proceeds firom sale or maturity of investments 
Interest income received 

Net cash provided by investing activities 

Cash flows from financing activities: 
Oustanding checks in excess of bank balance 

Net cash provided by financing activities 

Net change in cash 

Cash, beginning of year 

Cash, end of year 

$ (434,300) $ 82,893 

13,152 
(17,132) 
255,481 

(182,799) 

(3,064.402) 
2,976,555 

167,458 

79,611 

8.697 

8.697 

(94,491) 

94,491 

$ - S 

(15,553) 

(21,559) 

45,781 

(884,316) 
690302 
195,603 

1.589 

47370 

47,121 

S 94,491 

The accompanying notes are an integral part of these financial statements. 
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LOUISLVNA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES 

(a) Background and Financial Statement Presentation 

Louisiana Municipal Association - Unemployment Compensation Fund (the Fund) was formed 
under Louisiana Revised Statutes 23:1552. The Fund consists of Louisiana municipalities who 
have joined together through self-insurance agreements to provide unemployment compensation 
fimd insurance to member municipalities. Administration of the Fund is vested in the Executive 
Board of the Louisiana Municipal Association (LMA). If the assets of the Fund were to be 
exhausted, members would only be responsible for their respective outstanding claims. 

LMA is an association for the municipalities of Louisiana and is incorporated as a nonprofit 
corporation under the laws of the State of Louisiana. LMA acts as the administrator for the 
Fund. 

As of December 31, 2009, there were approximately 6,053 participants and 158 participating 
municipalities. As of December 31, 2008. there were approximately 6,943 participants and 152 
participating municipalities. 

The Fimd and LMA are affiliated through common membership and management control. 
Although both of these entities are related parties, their net assets are available only to the 
respective entity for its operations. For this reason each entity is presented as a separate "stand 
alone" entity in accordance with Govemmental Accounting Standards Board (GASB) Statement 
No. 10 and GASB Statement No. 14. 

(b) Basis of Accounting 

The Fund is considered an enterprise fimd and, accordingly, uses the accrual method of 
accounting and the flow of economic resources measurement focus. Under the accrual basis of 
accounting, revenues are recognized in the accounting period in which they are eamed and 
expenses are recognized in the period incurred. The Fund applies all applicable Fmancial 
Accounting Standards Board (FASB) pronouncements issued on or before November 30,1989 in 
accounting for its operations unless those pronouncements conflict with or contradict GASB 
pronouncements. 

Since the business of the Fund is essentially that of an insurance company having a business 
cycle greater than one year, the statements of net assets are not presented in a classified format. 

(c) Cash and Cash Equivalents 

For the purposes of the statements of cash flows, cash includes cash in demand deposit accounts 
with banks. Because certificates of deposit, money markets and repurchase agreements are 
usually purchased with maturities of 90 days or more or are reinvested continuously, they are 
classified as investments. 
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LOUISLVNA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POUCIES (continued) 

(d) Investments 

Investments are reported at estimated fair value. Fair value is based on the last reported sales 
price if available; if not available, fair value is based on estimated fair value. Realized gains and 
losses and changes in unrealized gains and losses on mvestments recorded at fan* value are 
included in net investment income. Investments include money market accounts, repurchase 
agreements, U.S. Govemment Agency obligations and U.S. Treasury securities. 

(e) Unpaid Claims Liability 

Claims expense consists of estimated amounts for claims incurred during the current year and 
adjustments to the estimates of prior years' claims liability. These changes are reflected in 
operations in the period they become known. The Fund establishes claim liabilities based on 
estimates of the ultimate cost of claims that have been reported, but not yet settied. 

(f) Income Taxes 

The Fund is exempt fivm federal income taxes under Sections 7701 and 115(1) of the Intemal 
Revenue Code. 

(g) Premium Income and Accounts Receivable 

Premiums are recognized as income over the life of the policies as they become eamed. Any 
adjustments to premiums are considered to be a change in estimate and are recognized in the 
period they become known. 

The Fimd considers accounts receivable to be fully collectible; accordingly, no allowance for 
doubtfiil accounts has been established. If accoimts become uncollectible, tiiey will be charged 
to operations when that determination is made. Collections on accoimts previously written off 
are included in other income when received. 

(h) Use of Estimates 

The preparation of the financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates and 
assumptions. For example, significant estimates and assumptions are used in estimating its 
insurance liabilities, fair values of investments and accruals. If fiiture experience differs 
materially for these estimates and assumptions, the financial statements could be affected. 

(i) Reclassifications 

Certain items in the 2008 fmancial statements have been reclassified to be comparative to the 
2009 presentation. 
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LOUISLVNA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

2. DEPOSITS AND INVESTMENTS 

The Fund must comply with Rule Number 4 of the Commissioner of Insurance, State of Louisiana. 
According to Rule Number 4, all deposits in financial institutions shall be limited to institutions in 
Louisiana unless a higher rate can be obtained in an out-of-state institution. Deposits m fmancial 
institutions may exceed the federally msured amount in any one financial instimtion, as long as the 
amount is not in excess of the greater of $500,000 or 5% of the combination of surplus, undivided 
profits and reserves as currently reported by the financial institution. In regard to deposits and 
investments, the Fund is in compliance with these revised provisions during the years ended December 
31,2009 and 2008. 

Under Rule Number 4 of the Commissioner of Insurance, State of Louisiana, the Fund may invest any 
surplus monies in obligations of the U.S. Govemment and its agencies, as well as financial institutions. 
Included in investments are money market accounts and repurchase agreements. 

GASB Statement No. 40, Deposits and Investment Risk Disclosto'es, established and modified 
disclosure requirements related to investment risk. This section describes the various types of 
investment risk and the Funds exposure to each type. 

The following table presents the estimated fair value and amortized cost of investments permissible 
under the rules, objectives and guidelines of the Fund as of December 31: 

2009 2008 

Investment Tvpe 

U.S Treasury bonds and notes 

U.S. Govemment mortgage-backed 
securities 

U.S. agency debt obligations 

U.S. Govemment guaranteed 
obligations 

Money market funds 

TOTAL 

Estimated 
Fair Value 

$ 178,381 

1.333,534 

2,441,942 

81,939 

188.366 

$ 4.2^4.162 

Amortized 
Cost 

$ 173,828 

1,303,983 

2.420,137 

79,958 

188.366 

$4,166,272 

Estimated 
Fair Value 

$ 2,766,455 

1,032,173 

249,011 

41,558 

124.558 

$4,213,755 

Amortized 
Cost 

$ 2.545,950 

1.973,020 

238,998 

39,962 

124.558 

$ 4.922.488 
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LOUISLVNA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

NOTES TO FINANCLVL STATEMENTS 

2. DEPOSITS AND INVESTMENTS (continued) 

Cnstodial Credit Risk 

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a 
transaction, the Fund will not be able to recover the value of investment or collateral securities that are 
in the possession of an outside party. Exposure to custodial credit risk arises when securities are 
uninsured, or are not registered in the name of the Fund, and are held by either the counterparty or the 
counterparty's tmst department or agent, but not in the Fund's name. 

The Fund's investments in govemment debt obligations are uninsured on the performance of the 
custodian and are exposed to custodial credit risk because they are held by a counterparty. Investments 
in extemal investment pools, mutual fiinds, and other pooled investments are not exposed to custodial 
credit risk because of their natural diversification and tiie diversification required by the Securities and 
Exchange Commission. 

Credit Risk 

Credit risk is defined as the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. Nationally recognized standardized rating systems are a good tool with which to assess 
credit risk on debt obligations. U.S. Govemment debt securities arc not required to be rated. The 
following table is provided for use in assessing the Fund's exposure to credit risk at December 31: 

Estimated Estimated 
Standard and Poor's F^r Value Fair Value 

Rating 2009 2008 
Money market fimds $ 188366 $ 124,558 

U.S. Govemment Securities 
U.S. Treasury securities - ^ 

Not rated 1333,534 689,465 

Rated AAA 2.702.262 3.399,732 

$ 4,224.162 $4.213,755 

Concentration of credit risk relates to the risk of loss attributed to the magnitude of the Fund's 
investment in a single issuer. The Fund has no investments in any one issuer that represented 5% or 
more of total investments, other than the U.S. Govemment. 
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LOUISLVNA MUNICIPAL ASSOCUTION 
UNEMPLOYMENT COMPENSATION FUND 

NOTES TO FINANCIAL STATEMENTS 

2. DEPOSITS AND INVESTMENTS (continued) 

Interest Rate Risk 

Interest rate risk is defined as the risk that changes in overall market interest rates will adversely affect 
the fair value of an investment. The risk is applicable to debt investments with fair values that are 
sensitive to changes in interest rates. One indicator of the measure of interest rate risk is the dispersion 
of maturity dates for debt instruments. The following table shows the Fund's fixed income investments 
and maturities in actively-managed accounts at December 31,2009: 

Investment Type 
Money market fimds 
U.S. Treasury bonds and notes 
U.S. Govemment mortgage-
backed securities 
U.S. agency debt obligations 
Corporate obligations 

Estimated 
Fair Value 

$ 188366 
178381 

1333,534 
2,441,942 

81.939 

Less 
Than 1 Year 
$ 188366 

-

-

78383 
-

l-5Years 
$ 

129.518 

59.979 
892,189 
81.939 

5 
$ 

-10 Years 
-

48,863 

320,063 
1,471370 

.. 

Over 
10 Years 

$ 
-

953.4S 
-
. 

$ 4.224162 -S: 266.749 $ 1,163.625 $ 1.S40.296 $ 953.492 

Investment income for the years ended December 31,2009 and 2008 consists of the following: 

2009 2008 

Interest income 
Net realized gain (loss) 
Unrealized net (loss) gain 

arising during the year 

$ 152,566 
154,504 

233.465) 

170,640 
9.224) 

201.982 

73.605 
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LOUISLVNA MUNICIPAL ASSOCIATION 
UNEMPLOYMENT COMPENSATION FUND 

NOTES TO FINANCLVL STATEMENTS 

3. CLAIMS EXPENSE AND UNPAID CLAIMS LIABILITY 

The following represents changes in the Fund's aggregate unpaid claims liability for the years ended 
December 31.2009 and 2008: 

2009 2008 
(in thousands) 

Unpaid claims and claims adjustment 
expenses liability at beginning of year $ 150 $ 100 

Incurred claims and claims adjustment 
expenses; 

Provision for insured events of the 
current year 665 _j 171 

Payments: 
Claims and claims adjustment expenses 

attributable to insured events of current 315 21 
year 

Claims and claim adjustment expenses 
attributable to insured events of prior 150̂  100 
years 

Total payments 465 121 

Total unpaid claims and claims adjustment 
expenses liability at end of year $ 350 $ 150 

4. SUBSEOUENT EVENTS 

Management has evaluated events through the date that the financial statements were available to be 
issued, June 8,2010 and detennined that there were no events that require disclosures. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Officers and Trustees 
Louisiana Municipal Association 

Unemployment Compensation Fund 
Baton Rouge, Louisiana 

We have audited the financial statements of Louisiana Municipal Association - Unemployment 
Compensation Fund (the Fund), as of and for the year ended December 31,2009, and have issued our 
report thereon dated June 8, 2010. We have conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits 
contained in Govemment Auditing Standards, issued by the Comptroller General of the United States. 

Intemal Control Over Financial Reporting 

In planning and performing our audit, we considered the Fund's intemal control over financial reporting 
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Bureau's intemal control over fmancial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the Fund's intemal control. 

A deficiency in intemal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of perfonning their assigned fimctions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a 
tunely basis. 

Our consideration of intemal control was for the limited purpose described in the precedmg paragraph 
and was not designed to identify all deficiencies in intemal control that we consider to be material 
weaknesses, as defined above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Fund's financial statements are fi^ of 
material misstatement, we performed tests of its compliance witii certain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts. However, providing an opinion on compliance with 
tiiose provisions was not an objective of our audit, and accordingly, we do not express such an opmion. 
The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Govemment Auditing Standards. 
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This report is intended solely for the information and use of the management of the Louisiana Municipal 
Association - Unemployment Compensation Fund and the Legislative Auditor of the State of Louisiana 
and is not intended to be and should not be used by anyone other than tiiese specified parties. Under 
Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public 
document. 

s^M p j j^ ^ !\fŝ \j'AQ-
Baton Rouge, Louisiana 
June 8,2010 
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